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Introduction

Title 111 of Division B of the Housing and Economic Recovery Act of 2008 (hereindffeRA”) provides
emergency assistance to states and localities for the redevelagrabahdoned and foreclosed homes. The
program is known as the Neighborhood Stabilization Program (NSP). The focusppbtriasm is the
purchase, management and resale of foreclosed and abandoned properties fposieeopstabilizing
neighborhoods. Unless HERA provides otherwise, grants must comply with Commuvetpaent Block
Grant (CDBG) requirements.

Minnesota Housing is the grantee for the State of Minnesota NSP funds in the ang8818ahillion. The
plan describes Minnesota Housing’s distribution plan, eligible applicappdication requirements, eligible
uses and activities, funding cycles, and performance evaluation for NSP funds.

Minnesota Housing will sub grant NSP funds to eligible local units of governm#éméexperience
administering CDBG funds. Subrecipients are expected to be knowledgeali@at) adhere to the laws and
regulations governing the CDBG program as well as the Neighborhood StabilRabgram. Subrecipients
must commit and expend funding in accordance with NSP funding guidelines aady#tag requirements
described in the Action Plan.

Timelines and Funding Cycles

The $38.8 million in NSP funds administered by Minnesota Housing will be awarded infiye2008. The
initial posting of the application will occur in December of 2008, with an appicaeadline of January 28,
2009. Awards for this first round of funding from both competitive and non-competitive ga@oéxpected to
be made in February 2009.

Awarded funds may be recaptured if a sub recipient is not making sufficogmeps in using awarded funds.
Additional funding rounds may occur at approximately six, nine, and twelve monthsaigtiselections if
awarded funds are recaptured. Applications will be solicited for recaptured fushdscaptured funds will be
awarded on a competitive basis.


http://www.mnhousing.gov/
mailto:ruth.simmons@state.mn.us

Areas of Greatest Need and Distribution Plan

The determination of maximum initial distributions of NSP funds has been lvaade on four identified
categories of areas of greatest need:

» NSP entitlement areas (Anoka and Hennepin counties and the cities of Minnaaddhis Paul),
which will be assigned a maximum distribution of funds in addition to the atoctey will receive
directly from HUD;

» High-need zip codes outside the NSP entitlement areas;

» Communities in one of Minnesota’s 23 high-need counties, with funds availableoopattive basis
separately in the Twin Cities Metro Area and Greater Minnesota;

* High-need areas for which maximum distributions are assigned for CommemtgalRation
projects.

The first funding round has four set-asides: one non-competitive pool and three ¢eenpedts. The non-
competitive pool is for the NSP entitlement areas. The first conyaegitiol is for high-need zip codes outside
the NSP entitlement areas. Each high-need zip code has been assignedummahsiribution, and Minnesota
Housing will allocate funds to eligible subrecipients with the procesg lsempetitive only if there is more
than one application for a zip code and the total amount requested & graatthe zip code’s maximum
distribution. The other two competitive pools are for the high-need countiesyne pool for the Twin Cities
Metro Area and the other for Greater Minnesota. To compete for these dnnalsplication must be for
stabilization efforts in one of the 23 high-need counties but outside the 37 highmeedes eligible for
receiving funds through the other pools.

Except for certain limitations described on Section B, all eligible ulesgified in HERA will be eligible for
State NSP funds. These activities are:

» Acquisition and rehabilitation for homeownership;

* Acquisition and rehabilitation for rental,

» Establishing land banks;

» Demolition of blighted structures; and

* Redevelopment of demolished or vacant structures.

Minnesota Housing will undertake an evaluation of the uses and outcomes aetiveSP funding. The

funding agreement will require certain information to be provided to assisesbta Housing in its
evaluation efforts.

A. AREAS OF GREATEST NEED

Overview

HERA requires that grantees that receive NSP funding “...give prioriphasis and consideration to those
metropolitan areas, metropolitan cities, urban areas, rural areaasntomoderate — income , and other areas
with the greatest need, including those

(A) with the greatest percentage of home foreclosures;

(B) with the highest percentage of homes financed by a subprime mortgage rela

loan; and
(C) identified by the State or unit of general local government as ligdgce a
significant rise in the rate of home foreclosures.”

Minnesota Housing Process Summary

Outlined below is the methodology that Minnesota Housing used to identify areastesgnead and to
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assign initial maximum funding distributions around the state. To accomplighgkjsMinnesota Housing
analyzed foreclosure, real-estate-owned (REO), subprime, and delinglz#a@n a zip code basis and
sheriff's sales data on a county basis.

1. Identify the 120 zip codes with the highest foreclosure/REO, subprime, and delingakescfproblem
loans per 100 households).

2. Initially, assign funds to the 120 high-need zip codes based on their number of toes;ldglinquencies,
and subprime loans, using the total funding level allocated to both the state and émtitiement
jurisdictions.

3. Adjust initial assignment to account for:

0 Rates of foreclosures, delinquencies, and subprime loans per 100 households (with anR0gperce
(The initial assignment in step 2 is based on the number of problem loans, not the 18t pe
households.)

0 Median family income level (with a 15 percent adjustment cap).

0 Median age of housing stock (with a 15 percent adjustment cap).

4. Assign funds to the 37 zip codes receiving more than $500,000 under the funding formula.

5. Do not assign but pool funds for the 83 zip codes that were to receive less than $500,000 wra#inthe f
formula; make pooled funds available in any one of the 23 highest-need counties ontiticernpsis
with separate pools for Greater Minnesota and the Twin Cities Metro Pnaa, Minnesota Housing is
dropping the 83 zip codes and basing the competition of the 23 high need counties. Ca®imuanity
one of the 23 high-need counties can compete for these funds. The communities do not hedthio fa
one of the 83 zip codes identified previously. These competitive funds cannot be usexbdesip
receiving funds under step 4.

6. Adjust the assignment in step 4 downward for the zip codes that fall in Anoka, Da&nteegdih counties
and the cities of St. Paul and Minneapolis to account for the funds that theseekwdllireceive directly
from HUD.

7. If funds are still available and not distributed to specific stabitinafforts after step 6, Minnesota
Housing will supplement the allocations in steps 4 and 5 on a competitive basis. H lapiBation will
have a separate section for subrecipients who wish to compete for a supglattadtion (if available).

8. If Minnesota Housing needs to retract funding from a subrecipient for lack of pratpesstracted funds
will be reallocated. These funds will be available on a competitive foaistabilization efforts in any of
the 23 highest-need counties. Minnesota Housing may use funds directly if saohisangcessary to
meet the 18 month timeline.

9. Limit funding to efforts that meet program goals, criteria, and requirements

The 120 highest-need zip codes (out of 872 statewide) each have a concentratiblenfploans
(foreclosures, delinquencies, and subprime loans) per 100 households that i2&t peasent higher than the
statewide concentration of problem loans. These 120 zip codes account for 57 pdfleestaté’s loans in
foreclosure or REO. After the assignment of maximum distributions is completieteddta Housing will
assign a maximum distribution to only 37 of these 120 zip codes. These 37 zip codes (wassntepr
percent of the state’s 872 zip codes) account for 45 percent of the state’s loandosuoeeor REO.

The 23 highest-need counties (out of 87 statewide) either rank in the top 19 in nustieifbsales or in the
top 19 in concentration of sheriff's sales per 100 households. Fifteen counties fankoim 19 under both
criteria, while 8 rank in the top 19 under one of the two criteria. The 19 countietheihighest concentration
of sheriff sales each have at least as many sheriff's sales per 100didsisesithe overall statewide rate.

To identify the 120 highest-need zip codes discussed in step one of the procesyabouegmMinnesota
Housing developed the following need score:



Score =

» 0.7 x (the zip code’s number of loans in foreclosure or REO per 100 households / state'sui@sor
REOs per 100 households)
+

* 0.15 x (the zip code’s number of subprime loans per 100 households / state’s subprime loans per 100
households)
+

* 0.15 x (the zip code’s number of loans 60+ days past due per 100 households / state’s loars@st day
due per 100 households)

(The delinquency rate is an assessment of the potential for futuresegiadoreclosures.)

The need score expresses each zip code’s rate of problem loans in reldugoovierall state rate. A zip code
with a need score of 200 percent has twice as many problem loans per 100 householstsitgsaterage,
and a zip code with a need score of 600 percent has six times as many problems per 10@d$iouseho

See the spreadsheet titled “Zip Code Analysis” for a listing of eadodggs need score and maximum

distributions. The spreadsheet can be accessed at:
http://www.mnhousing.gov/idc/groups/secure/documents/admin/mhfa_007439.xls

Also, see the spreadsheet titled “County Analysis” for the number and ré&ieriéf sales in each county. The
county spreadsheet can be accessed at:
http://www.mnhousing.gov/idc/groups/secure/documents/admin/mhfa_007438.xls

A detailed description of the data sources, methodology and final maximum distrib(itables 4a, 4b, 5,
and 6) is attached as Appendix A at the end of this document. Appendix B is a map sholeicetitre of
the 37 zip codes receiving a maximum distribution.

B. DISTRIBUTION AND USESOF FUNDS—STATE NSPGOALS

Minnesota Housing has three goals for the NSP funding:

1) To maximize the revitalization and stabilization impact on neighborhoods;

2) To complement and coordinate with other federal, state and local irréstnthe targeted
neighborhoods;

3) To preserve affordable housing opportunities in the targeted neighborhoods.

NOTE: See Section A above for detailed information on Minnesota Housing’s placusdn the three need
categories: 1) Areas with greatest percentage of home foreclosufesa®)with the highest percentage of
homes financed by a subprime mortgage related loan; and 3) Areas identiieddosintee as likely to face a
significant rise in foreclosure.

I. Eligible Applicants

Local units of government experienced in administering CDBG funding aiblelapplicants. Local units of
government include cities, HRAs, EDAs, CDAs, PHAs and counties. Onlydoadalof government
operating in the zip codes or counties identified as areas of greatest neaglptydpr funds. For cities within
NSP entitlement counties, (Anoka, Dakota, and Hennepin, with the exception dftbeMinneapolis), the
entitlement county is the eligible applicant. For local units of governmigémhwhe NSP entitlement cities,
(Minneapolis and St. Paul), the entitlement city is the eligible applicanal units of government who have
contracted with other entities to administer CDBG funds and do not have direaeegp administering
CDBG funds must contract with an experienced CDBG administrator to admiistNSP funds.
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Minnesota Housing will sub grant NSP funds to eligible applicants. The subrecipigntsccept applications
to undertake eligible activities and/or may directly undertake edigibtivities. Subrecipients are encouraged
to work with experienced housing developers and property management compdrodsea local units of
government in developing their application for state NSP funds.

. Eligible Uses and Activities
HERA establishes five (5) eligible uses of NSP funds:

* Financing mechanisms for purchase and redevelopment of foreclosed upon homesgamithtes
properties;

» Purchase and rehabilitation of homes and residential properties that bavebb@adoned or foreclosed
upon, in order to sell, rent or redevelop the homes and properties;

* Land banking for homes that have been foreclosed upon;

» Demolition of blighted structures;

* Redevelopment of demolished or vacant properties.

Restrictions of Redevelopment of Commercial Properties

NSP funding through Minnesota Housing may only be used for redevelopment of comhpr@merties if the
properties’ new use will be as residential structures serving householdsedow 120% AMI or a public
facility. Minnesota Housing’s NSP funds may not be used to pay for the instaltdthon-housing facilities.

Restrictions on Demolition

NSP funding through Minnesota Housing may only be used for demolition of blightddrgsi structures if
the structures will be replaced with housing, commercial development, oli@fpality; and commercial
structures if the structures will be replaced with housing or a public ya&&molition must be part of a plan
for redevelopment of the targeted neighborhoods.

lll. Application Requirements

Applicants must provide sufficient detail for Minnesota Housing to evathatextent that the requested funds
will stabilize and revitalize neighborhoods and generate a healthy limingpement. Applicants must

identify the problems experienced in the area or community as a resultfofdbiesure and subprime lending
activities and fully discuss how the requested funding will address thefiel@iptioblems. Activities or

projects proposed should have a line-item budget detailing the cost of thiy activihe anticipated result in
terms of units assisted and number of demolitions. If an applicant intends t@twittnaanother entity to
administer NSP awarded funds, the application must identify the entity.

1. Identify Targeted Neighborhoods or Blockgplicants must define the neighborhoods to be targeted.
For each neighborhood to be targeted:
» Describe the neighborhood size and boundaries
* Provide number of residential properties ( owner-occupied and rental)
* Number of residential properties in foreclosure
* Number of residential foreclosed properties
* Number of residential properties that are abandoned or vacant
* Median family income based on census block data
* Age of housing stock
» Change in housing prices in last 5 years (if available)
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» Distance to bus routes, transit and or commuter rail,
* Employment opportunities within the neighborhood or within one mile.

Note that applicants assigned funds based on their zip code can only use Bl dsain zip codes
of highest need detailed in Appendix A of this Action Plan. However, applicagtsanaentrate
resources within one or more of those zip codes. Applicants must provide a ratimhdégaato
support the choice of areas for targeting of resources.

. Activities to be Undertaken and OutcomAgplicants must describe the activities for which NSP

funds will be used and how those activities will contribute to the stahilizafithe targeted

neighborhoods or blocks, develop new housing opportunities in the targeted neighborhoods or blocks
and preserve land for future redevelopment. Effectiveness of the actwibesundertaken can be
demonstrated by describing past experience with the activity (either bypgheaat or others) and the
measurable outcomes. Specific outcomes must be identified. Outcomes sisotileedée final

disposition of property or funds, such as the number of properties the entity intends torbakkp

the use to which the redeveloped property will be put, and whether the propeliy aiiiner-

occupied or rental.

All persons purchasing NSP-assisted homeowner housing must receive &hieat of homebuyer
counseling from a HUD-approved housing counseling agency. In addition, applicandsnigte use
NSP funds for homeownership opportunities for low-income households (below 50% of araa)medi
must describe steps that will be taken to promote successful homeownegsippe and post-
purchase counseling and the costs of such services, and identify the providers efsoes and the
source of funding for the support services.

Applicants intending to use NSP funds for demolition must describe short-tedongrgrm plans
for the use of the land, including how and who will maintain the vacated propertyt istil i
redeveloped and the timeframe for likely redevelopment of the propertyllien plans should
include a strategy for assembling land for redevelopment and not simpbjititemon a case-by-case
basis. Applicants are encouraged to plan interim community uses &ortVand such as community
gardens, playgrounds and parks.

Applicants intending to use NSP funds for land banking must describe how the useantitbarik
will facilitate housing affordable to the targeted incomes and how ibg4list in stabilizing
neighborhoods. Land banks must operate in specific, defined geographic areas.

Neighborhood Improvement Effort&pplicants must describe existing or anticipated targeted
improvements efforts to:

» Stabilize the residential structures,

» Provide housing opportunities for eligible households,

* Prevent additional foreclosures,

» Encourage commercial development,

* Improve safety,

* Improve schools,

» Develop and improve parks and recreation,

* Improve transportation and streets,

* Improve landscaping, sidewalks, and medians, and

* Engage residents in neighborhood stabilization.




4. PartnershipsApplicants should identify collaborating partners to complement and suppldraent t
applicant’s expertise and approach in neighborhood stabilization and/or intipecapplicant’s
capacity to meet the expectations of their stabilization plans.

Applicants should identify funding partners to improve their investment itateted areas for
revitalization in order to maximize housing and neighborhood outcomes. Applicaptgated to
consider all funding resources and programs available to them, includingttadlsdle through
utility companies for energy efficiency improvements.

5. Feasibility and Degree of Readine&pplicants must estimate the number of properties and
households with each activity undertaken with NSP funds. Applicants must densotis rigasibility
of assisting the estimated number of households and properties in a tishéiy fa&actors to be
evaluated in evaluating feasibility will include: (a) relationshifth vending institutions holding
foreclosed properties that the applicant may wish to purchase, (k)dtienships with and readiness

of contractors to undertake the anticipated rehabilitation and demolitiof;)adedntified sources
and availability of long-term financing for property acquisition by blgpersons.

6. Income targetingApplicants must describe how they will ensure that 25.4% of their award will be
expended to benefit households with incomes at or below 50% of area median income.

7. Continued affordabilityApplicants must describe any continuing affordability restrictions kiest t
may impose beyond the minimum required by Minnesota Housing.

8. TimeframesApplicants will be required to describe expected outcomes in terms of raiaibe
commitments entered into for acquiring, rehabilitating or demolishing prepevithin six months,
nine months, and 12 months of selection. Subrecipient’s progress in meeting thegrojedber of
properties assisted with awarded funds will be evaluated at regulaaistduring the 18 months
following selection.

IV. Funding Decisions
Funding will be awarded based on the extent to which an eligible applicant deatesthat:

1) The funding request is part of a comprehensive plan or strategy to stabiligal@oneood(s) or
blocks including efforts to improve living conditions, preserve affordable housing appi@s,
stabilize home values, address public safety, school performance, jobrcegeat other economic
development need;

2) ltis feasible to use the requested funding within the required timeframe;

3) The applicant is maximizing opportunities to leverage other resources, botle pmeapublic; and

4) The identified outcomes are achievable.

Priority will be given to applications that target areas within one-quaiterof existing or planned transit
routes and that promote economic diversity within the targeted areas.

V. Pool Distribution Process

Time is of the essence, for grant funds must be obligated within 18 months of Minnessiagré Grant
Agreement signed by the Department of Housing and Urban Development (HUD). Mankkesising will
sub grant funds to local governments and other qualified entities that:

1) Have experience administering CDBG funds and demonstrate capacity;
2) Provide substantial impact to the housing market in a geographic area; and
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3) Provide evidence of a comprehensive neighborhood stabilization strategy.

In order to assure timely distribution of funds, Minnesota Housing will offer condwapgtications due on
January 28, 2009. Should insufficient progress be noted in the obligation of funds, Minnesatg hhaysre-
allocate resources between subrecipients or use funds directly in ordeat tdEfRA’s 18-month timeline.

Initial distribution of funds will occur under four pools concurrently, one non-commeptol and three
competitive pools. Under the non-competitive pool process, NSP entitleraastcan apply for up to the
maximum assigned amount in areas identified under Minnesota Housing'’s fumaimgd. From a separate
pool, eligible applicants from high-need zip codes outside the NSP entitlareastcan apply for funds from
each zip codes maximum distribution. If Minnesota Housing receives aiputis requesting more than the
maximum distribution in a zip code, funds will be allocated on a competitive. Gds competitive Metro and
Greater Minnesota pools will become available simultaneouslyitpblel applicants in the 23 high-need
counties, as described in Section A of this Action Plan. Minnesota Housing viilaessaoth competitive and
non-competitive applications for ability to conceive and implement a cipse/e neighborhood
stabilization strategy.

If funds are still available and not distributed through the allocatiorepsadiscussed above (for example, if
applicants do not request the full distribution for a zip code), Minnesota Housing wilksglsubrecipient
allocations on a competitive basis with the remaining funds. The NSRatapliwill have a separate section
for subrecipients who wish to compete for a supplemental allocation (if additimas &re available).

Interim evaluations of awardees’ performance in the obligation of fundbevidbnducted at six months, nine
months, and 12 months of Minnesota Housing’s signing of its grant agreements wattigabts. If
Minnesota Housing deems that progress toward obligating funds is insuffarieneéting the HERA 18-
month obligation deadline, Minnesota Housing may reallocate NSP funds betveeecigents or offer direct
assistance or award funds directly to project applicants. Should Minnesotaddofisr direct assistance, it
may undertake any activity included in this Action Plan.

VI. Reporting Requirements/ Evaluation

Subrecipients will be required to submit actual outcome numbers asucEhip projected numbers on at least
a quarterly basis.

Success in the use of NSP funds is viewed not merely in the numbers of houses boughhetkarolis
rehabilitated, but in the extent to which neighborhoods have been restored mestatnéeting the criteria of

a functioning market. Subrecipients will be required to submit informatiogssacy to evaluate the success of
the program.

C. DEFINITIONS AND DESCRIPTIONS

(1) Definition of “blighted structure” in context of state or local law.

Minnesota will allocate its funds to subrecipients in several localrgment jurisdictions. Though the State
of Minnesota does not have a definition of “blighted structure,” Minnesota Houssngddified the State’s
definition of “blighted area” to apply to structures. The State of Minnesotalsititafi of “blighted area,” as
modified to define a “blighted structure,” follows:

Blighted structureBlighted structure is one which, by reason of dilapidation, obsolescenceooving,
faulty arrangement or design, lack of ventilation, light, and sanitarytiegilexcessive land coverage,
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deleterious land use, or obsolete layout, or any combination of these or other facensmental to the
safety, health, morals, or welfare of the community.

Subrecipients may use either the local jurisdiction’s definition ofjfitéid structure” or Minnesota Housing’s
definition, and will designate which definition they will use in their agpion for funding to Minnesota
Housing.

(2) Definition of “affordable rents.”

Minnesota Housing will adopt the definition of affordable rents that is contair@atl CFR §892.252(a), minus
utility allowances where tenants pay utilities. This definition is cdest with the continued affordability
requirements of the same section that Minnesota will adopt for the NSP program

(3) Continued affordability for NSP assisted housing.

Subrecipients will be required to include in their loan documents thedafility requirements of 24 CFR
892.252(a), (c), (e) and (f), and §892.254. Affordability requirements for rental propeitibe specified in
the loan and/or mortgage documents, and a deed restriction or covenanttgithgalOME program.
Mortgages and deed restrictions or covenants will be recorded againsigheypand become part of the
public record.

Affordability of owner-occupied housing will be enforced by either recapturesalereestrictions. Each
subrecipient will design its own recapture or resale provisions, whichevdpplied uniformly within their
program. NSP may fund rehabilitation of units that are being purchased by intivmuare being
rehabilitated by a legal entity that will sell the property to a homebuytroddh NSP may not always
finance both the purchase and rehabilitation, Minnesota Housing will cotisideractivities to fall under the
affordability requirements of §92.254(a) “Acquisition with or without rehabititati To meet the
requirements of the NSP statute and Notice, rehabilitation funding must liésprsimultaneously with the
purchase financing.

Forms implementing continued affordability must be reviewed by Minnesota Housorg being
implemented.

(4) Housing rehabilitation standards that will apply to NSP assisted adiviti

Assessmentin addition to property assessment standards already required by locahrstdtxleral
regulations properties shall also be assessed for the following: (Reslltéssessment activities shall be
disclosed to the purchaser prior to sale.)
1. Any visible mold or water infiltration issues.
2. Compliance with smoke detectors, carbon monoxide detection, and GFCI recppitatéon as
noted below in Required Rehabilitation Activities.
3. Remaining life expectancy of major building components such as roof, siding, wimdeasanical
systems and electrical systems, as well as any immediate cosn@ivements necessary in order to
sell or rent the residential property.

Building Codes and Local Housing StandafdSP-assisted housing that is rehabilitated must be rehabilitated
in accordance with the State Building, Electrical, and Plumbing Codes. Uporetimampthe housing must be

in compliance with local housing standards. If local housing standards do not existisieg must meet the
minimum housing quality standards (HQS) of 24 CFR 982.401.
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Where local housing standards exist, subrecipients must identify the stathdanddl apply to their projects
and provide a copy to Minnesota Housing. As projects are rehabilitated, the gebteanust document how
each project meets the local standard, or HQS if there is no localrstaioddinnesota Housing's
monitoring review.

Subrecipients must identify in their application for NSP funds whethemthiegyermit individuals purchasing
homes for their own occupancy to conduct or contract for rehabilitation, the datedbysuch homebuyer
rehabilitation must be completed, how the subrecipient will monitor pgsg@rethe rehabilitation, and the
remedies the subrecipient will take if rehabilitation is not completdatdogeadline.

Required Rehabilitation Activitiesn addition to remediation of any deficiencies resulting from property

assessment required by local, state, and federal regulations, rehabiéttvities shall include the following:
1. Mold and/or water infiltration mitigation, if mold or water infiltratinobserved during the

Assessment. Any moldy materials that cannot be properly cleaned mastdeed.

Installation of U.L. approved smoke detection in all locations as required foromstuction. At

least one smoke detector must be hardwired (preferably located npargleems).

3. Installation of GFCI receptacle protection in locations as required focoestruction.

4. Installation of carbon monoxide detection equipment in accordance with the 2806gitdation.

5. Application of relevant Green Communities Criteria with the Mintze€werlay to any building
component that is modified or altered during a financed activity; includlagtsg) Energy Star
qualified products.

N

Rehabilitation or stabilization of hazardous materials such as lead-baseangbasbestos must be in
accordance with applicable Federal, State, and Local laws, regulations¢genachces.

New ConstructionNewly constructed housing must comply with the Minnesota Overlay to Green
Communities Criteria for use with the Green Communities Criteriaudiesl completing Intended Method of
Satisfying Green Criteria Form and Certification — refer to Minneldotzsing’s Website)

Demolition: If a site will not be redeveloped within three months after demolition uihresipient must
ensure that soil on the site does not pose a health hazard to the communityr lweeisieg that the soil
meets lead clearance levels, removing and replacing the soil withagomélets clearance levels, or covering
the soil with sod or some other barrier to prevent the disbursement of lead dust.

D. LOW INCOME TARGETING —INCOME RESTRICTIONS

At least $9,712,483 of the grant funds administered by Minnesota Housing and 25% of progranwificome
be used to house individuals and families with incomes not exceeding 50% of AMI.

Activities funded with NSP funds must benefit households with incomes at or belowdf20&& median
income (low, moderate and middle income households). For activities that doabt inelividual
households, the activity must benefit areas in which at least 51% of thente$idee incomes at or below
120% of area median income. Applicants should consult HUD’s website at:
http://www.huduser.org/publications/commdevl/nsp_target.html

for information on block group data on incomes to determine the incomes of the mesidéstarea in which
the activities are to be undertaken.

Each subrecipient must use at least 25.4% of its funding award to house individualsidied With incomes
at or below 50% of area median income.

Also See Section G below for additional information required regarding spaciivities.
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E. ACQUISITIONS AND RELOCATIONS

Minnesota Housing will award its NSP funds to subrecipients. 3.8 million of the INBB firanted to
Minnesota Housing will be allocated to administration and planning.

Nearly $35 million of the funds granted to Minnesota Housing will be used for prdgestsd on the expected
average per unit cost to NSP of $50,000, Minnesota Housing anticipates that up to 700l lor&tassisted.

Of those 700 units, at least 194 units will be available for households at or below 50%. @itégvestimate
assumes that all of the $35 million will be used for value and affordaléifiyagsistance. If funds are used for
other purposes, such as loans or land banking, the number of units will be lower.

Demolition or conversion of low-, moderate- and middle-income dwelling ungsomaeemed an important
part of neighborhood stabilization by subrecipients. Until subrecipients apiriaesota Housing NSP
funds, Minnesota Housing is unable to anticipate the extent to which dwelling ayitsendemolished or
converted.

F. PUBLIC COMMENT

Response to Public Comments
State of Minnesota Substantial Amendment to its 2008 Action Plan
Neighborhood Stabilization Program

On November 7, 2008, Minnesota Housing mailed its draft substantial amendment to the 2008aaction pl
to 48 depositories to be made available for public comment, and posted it and a notice of she draf
availability on its website.

On November 10, 2008, Minnesota Housing emailed a notice of availability of the satbstaneindment

and public comment period and public hearing to 733 organizations and individuals who had signed up
for “E-NEWS Alert,” an email publication of items of interest to Minnesota hgs stakeholders.

Official legal notices were published in the November 3, 2008, State Reggisténe Sunday, November

2, statewide edition of the Minneapolis Star Tribune.

Minnesota Housing received 35 written comments; 37 people attended the public hearingrobé¥ove
13, and 6 made public comments. Minnesota Housing completed its public comment period at 10:00 a.m.,
Monday, November 24, 2008.

The following summarizes the comments received and responds to each.

NEEDSASSESSMENTAND FUNDING FORMULA

In developing its methodology for selecting data sources, assessing need,rdndidgsfunds,
Minnesota Housing followed several principals:

* The methodology should be data driven. A fair and objective needs assessment and fundiag for
must be based on accurate data collected consistently across the caateotibe based on opinions,
anecdotes, and partial or incomplete data.

-11 -



* Funds should be directed to areas of greatest need

* Areas heavily impacted by the foreclosure crisis should have the opporegsiye a direct
assignment of funds or compete for funds.

» The foreclosure crisis is occurring in both the Twin Cities Metro Area aedt& Minnesota.

» The area of assessment should be the smallest unit of geography for eduicieadata is available
statewide so that funds are targeted and will produce the largest impsbtepos

Minnesota Housing’'s goal was to implement a fair, objective, and defengjbizaah.

Factors to Include in Needs and Funding Assessment

Comment Summary: Minnesota Housing should include rental propertig in its analysis of need
and funding. [City of St. Paul, Mayor Coleman]

This comment came from the City and St. Paul after Minnesota Housing shaedichanpry analysis
with this partner prior to the official comment period. Their assessment of the @dapeshodology
showed a simplifying assumption that Minnesota Housing made about rental propastiesdequate.
As a result, Minnesota Housing changed its methodology to fully incorporatehrensahg. These
changes were reflected in the Action Plan and methodology memo that wasdadt@goublic comment
on November 7, 2008

Comment Summary: Minnesota Housing should include vacant homes or proggs in its need and
funding analysis.[City of St. Paul, Mayor Coleman]

As Minnesota Housing states in its Action Plan, “Minnesota Housing considered, but did,itbeus.S.
Postal Service’s data on vacant properties for several reasons. (Thiaglatseh made available by
HUD.) First, when Minnesota Housing contacted HUD’s primary analgporesible for this data, he
provided a list of concerns and caveats, and concluded with the statement, ‘As yee ttas data is
fraught with issues.” According to the HUD analyst, the ‘data are more ddpemdarban areas.’ The
postal service tracks vacancies on urban and rural postal routes differendlgitionathe Postal Service
vacancy data provided by HUD does not include structures that have been abandamedttnded
period of time. Given these caveats, Minnesota Housing declines to use this dataawitieahtanism for
validating its accuracy throughout the state.

Besides the Postal Service data, Minnesota Housing is unaware of any aévadstdatabase on vacant
properties. Obtaining water shut-off data from each city was suggestenlildt nave taken considerable
time and effort to collect this data consistently across the entire shatd, was not feasible considering

NSP’s timeframe.

Comment Summary: Minnesota Housing should eliminate or reduce thenportance of the number
of alt-A loans in its need and funding analysidCity of St. Paul]

Minnesota Housing believes it has handled alt-A loans appropriately. While the nuralieh tdans in
foreclosure or delinquency is a factor in the need and funding analysis, the numbér logak made in
a zip code is not. Only the number of subprime loans made in a zip code is a factor.

Comment Summary: Use the poverty rate in a zip code as an adjustment factin the funding
formula. [City of St. Paul, Mayor Coleman]
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Minnesota Housing already has a zip code’s median income as an adjustnoemt et funding
formula. While median income and poverty rate are not the same measure, Mikuesotg believes
that it has adequately captured a community’s resource through the median mneasuee.

Comment Summary: Place greater weight on the adjustments for housingogk age and income.
[City of St. Paul, Mayor Coleman]

Minnesota Housing already provides a substantial adjustment for thesetars.fBased on Minnesota
Housing’s adjustments for housing stock age and income, a zip code can receive up toen80 perc
increase or decrease in its assignment of a maximum distribution. In additidreradjustment (up to

20 percent) is made for each zip code’s concentration of problem loans.

Comment Summary: By using median housing stock age and median income ia &ssessment,
Minnesota Housing changes the meaning of greatest need used by H{IDakota County]

In distributing NSP funds, HUD requires granteeftus on “areas with the greatest need, including those
with the greatest percentage of home foreclosures, with the highesitpgecef homes financed by a
subprime mortgage related loan, and identified by the State or unit of gecatrgovernment as likely to

face a significant rise in the rate of home foreclosures. The granteative must address the three need
categories in the NSP statubelt the grantee may also consider other need categoriéEmphasis added

by Minnesota Housing). HUD clearly gives Minnesota Housing the authority tadeoagd use other
indicators of need.

Comment Summary: Housing age is not a good indicator of housing condition andglity. [City of
Brooklyn Park]

Minnesota Housing agrees that housing stock age is not a perfect measure of houdiog emwaidi
quality, but it is the best proxy for which Minnesota Housing could readily obtairs@aéavide.

Comment Summary: With respect to median income from the 2000 Censusse more current data.
[MICAH]

While more current data is available for larger geographies, the mosttdnogeme data at the zip code
level is from the 2000 Census.

Comment Summary: Minnesota Housing should consider information sigficantly or uniquely
impacting the stability of Minneapolis neighborhoods, such as the pemstage decline in property
values, the level of fraudulent mortgage activity, and the disproportionate &fct of foreclosures on
people of color.[Mayor Rybak and Council President Johnson]

As discussed elsewhere in the NSP Action Plan and this document, Minnesota Housdeyeb@swide
range of need factors and data sources. However, to be included in the need and fulydisgthradata
needed to be accurate and collected consistently across the state. Walexoleee factor if the data
did not meet this standard. For example, we tried to find timely data on housinghamcges and
contacted both the Regional Multiple Listing Service and the MinneapolisAssiation of Realtors to
access data on sales prices. However, the data only applies to 20 of the state’sés, eodraccess to
the data was limited.

Minnesota Housing is directing NSP funds to the areas of the state that have higesanitysimpacted
by the foreclosure crisis. Data indicates that many of these commuaméiémgely people of color.
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Consequently, these communities are receiving a substantial share of thenNi8g. For example, zip
code 55411 in North Minneapolis is receiving the largest assignment of funds, and ihi8&percent
people of color, according to the 2000 Census.

Design of Needs and Funding Assessment

Comment Summary: Minnesota Housing should use a smaller geography, if pdgs. [City of St.
Paul]

Zip code geography is the smallest unit of geography for which Minnesotangdas accurate and
consistent data statewide. As described in the Action Plan, Minnesota Housirgceshdbut did not
use, census tract data from HUD. Both HUD and Minnesota Housing had concerns abaliditiief
this data in Minnesota.

Comment Summary: By focusing on the top 120 zip codes, Minnesota Housing is dadtributing
funds to areas of greatest need. The zip code ranked 12Bas a need score that is only 25 percent
higher than the state average[Housing Preservation Project, Northside Residents Redevelopment
Council, Jordan Area Community Council, Harrison Neighborhood Association, Senator Higgins

Minnesota Housing is clearly focusing on the zip codes of greatest need. Mirtmes8#2 zip codes,
and only 37 of these zip codes are being assigned a maximum distribution of NSPdomilBrinesota
Housing. Thus, only 4 percent of the state’s zip codes are receiving a direciresgigf funds. These 37
zip codes account for 19 percent of the state’s households and 45 percent of the staie's andmalt-a
loans in foreclosure or REO. Minnesota Housing is focusing on the 4 percent of the zip doalesota
for 45 percent of the problem.

While Minnesota Housing initially assigned funds to the top 120 zip codes, 83 of these sigvoatte
have received an assignment of funds that was too small to have a substantiabmEaghborhoods.
Thus, Minnesota Housing will pool these funds and distribute them on a competitive basisedheisur
they go to high need areas and will have a substantial impact on neighborhoods.

It is correct that the zip code ranked T2tas a need score of 125 percent, which is 25 percent higher than
the need score for the state has a whole. However, a distinction needs be maee thetweed score for

the state as whole and the need score for the median zip code. The median needsgoiteeastate’s

zip codes is 44 percent. Thus, the zip code with th® bfhest need score has nearly three times as
many problem loans as the typical or median zip code.

Comment Summary: By balancing several factors in the distribution of NB funds, Minnesota is
not distributing funds to areas of greatest need. Minnesota Housing shouldcus NSP on the top 40
zip codes (which has a need score cut off of 200%) rather than the top 120 zip esdwhich has a
need score cut off of 125%)[Housing Preservation Project, Northside Residents Redevelopment
Council, Jordan Area Community Council, Harrison Neighborhood Association, Senator Higgins

Minnesota Housing is distributing NSP funds to areas of greatest need, and it isadmiregfair and
equitable fashion. As stated in Minnesota’s NSP action plan, “From Minnesota’s 872 &Ap code
Minnesota Housing identified the 120 zip codes with the greatest need for assiBtesee120 zip codes
account for just over 57 percent of all Minnesota’s subprime and alt-A loans irofanexbr REO.
Minnesota Housing chose the 120 cut off to balance four factors: (1) targetingduhdstghest-need
zip codes, (2) capturing in the selected zip codes at least 50 percent of tkesatgigime and alt-A loans
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in foreclosure or REO, (3) balancing the distribution of funds between the Twis Q@igo area and
Greater Minnesota, and (4) assigning roughly two-thirds of the funds direcily todes and one-third
on a competitive basis.”

Each of these four factors addresses an important point. First, afterraaystind statewide assessment,
Minnesota Housing targeted it assignment of maximum distributions to a sactibbrii of the state’s zip
codes. As discussed in the response to the previous comment, Minnesota Housiygangetid
resources to the 120 zip codes in greatest need (which represent about 14 percepspflalbadition,
only 37 (or 4 percent of all zip codes) will receive a maximum distribution.

Second, the fact that over 57 percent of the state’s subprime and alt-A loans ostoeeol REO are
occurring in 120 zip codes shows that the foreclosure crisis is heavily conakmtregetain parts of the
state, and Minnesota Housing wanted to ensure heavily impacted areas willdesgetaeither a direct
assignment of funds or a competitive pool of funds.

Third, the foreclosure crisis is occurring in Greater Minnesota and not jusivtheCities metro area.
According to HousingLink data, during 2007 and the first three quarters of 2008, 35 pertemifof s
sales occurred in Greater Minnesota. In fact, the five counties with thet laugeiser of sheriff's sales
per 100 households are all located in Greater Minnesota (Sherburne, Mille Lagist, Whisago, and
Pine). Under Minnesota Housing’s current formula, between 19 and 24 percent of thageitjament
of funds is available to Greater Minnesota. While Greater Minnesota is regaigimaller share of the
NSP funding than the Twin Cities metro area in relation to its share of sheaii's, Minnesota Housing
wanted to ensure that a meaningful share of the funding is available to Greatesdwirineaddress the
foreclosure crisis in that part of the state.

Fourth, Minnesota Housing has created a competitive pool from which communities in loa@38f t
highest-need counties can compete for funds. The purpose of the NSP is to staghizerheods, and

in some cases, zip codes are too large of a geographic area to isolate andnieighitifgrhoods being
heavily impacted by the foreclosure crisis. This can occur if one part of adeghas a very high
concentration of foreclosures, while the other parts of the zip code have had veryefdastoes. In
aggregate, this zip code would probably not rank high enough to be in the top 120 highest-need zip codes
To ensure that heavily impacted neighborhoods in these types of zip codes havedie&skinds,
Minnesota Housing created the competitive pool. In fact, a few of the people whotsddbast

Minnesota Housing focus on the top 40 zip codes (rather than the top 120) also pointed outdbat zip c
55405 is not identified as a high need zip code because it covers both North Minneapolis (which has
very high concentration of foreclosures) and the affluent Kenwood area (whicheh dower
concentration). Minnesota Housing created the competitive pools so that the regllsan the North
Minneapolis portion of 55405 and other similarly situated neighborhoods could potentiallychass &
funding on a competitive basis. The competitive pool needs to be sufficiently largettthese needs.

For the four reasons listed, Minnesota Housing chose the 120 zip code cut off. If MariHessing used
a 40 zip code cut off, fewer funds would be available for Greater Minnesota and the teenpedil. In
fact, the size of the competitive pool would drop from $10.9 million to $3.2 million.

Comment Summary: Minnesota Housing should not deduct from its allocatioto NSP entitlement

areas the funds that these entitlement areas will receive diregtfrom HUD. HUD rules state,

“Therefore, states receiving allocations under this notice may distribte funds to or within any

jurisdiction within the state that is among those with the greatest red, even if the jurisdiction is

among those receiving a direct formula allocation of funds from HUD undethe regular CDBG

program or this notice...the state is required to distribute funds without regard to local govemment
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status under any other CDBG program and must use funds in entitlemenarrisdictions if they are
identified as areas of greatest need, regardless of whether the emtitient receives its own NSP
allocation.” [Housing Preservation Project, City of St. Paul , Mayor Coleman]

Minnesota is complying with HUD’s requirements. When determining high need Elieagsota
Housing did not exclude the NSP entitlement areas because they were aoeadgg funds from HUD.
Minnesota Housing is assigning a maximum distribution of funds to four of the five NiBéneert
areas, and the fifth (Dakota County) is eligible to receive funds from thpetiiive pool.

Minnesota Housing believes that the most appropriate, equitable, and fair methodoldigiributing
the NSP funds is to: (1) assess the level of need in each area of the state,if2}jhdereas of greatest
need, and (3) distribute funding to the areas of greatest need based on the level of need.dNfRei
program, and the level of funding that each area receives should incorporate the fundnggdo@oily
from HUD and from Minnesota Housing. In aggregate, Minnesota will receive $5Ti@mihder NSP.
Of these funds, HUD has already assigned $18.9 million to five localities (Miohg, St. Paul, Anoka,
Dakota, and Hennepin), but these communities are eligible to receive additional fuadingihnesota
Housing. To account for this, Minnesota Housing first determined how much should medssig
aggregate (from the $57.8 million) to the zip codes in each of these communities.détlueted the
amount HUD has already assigned to them to compute the additional amount that thegeitiesnmll
be eligible to receive from Minnesota Housing.

Some areas of the state were not eligible to receive funding directly frombdtHise they are not
CDBG entitlement areas. The fact that a community is not a CDBG entitl@m@munity makes it no
less needy. In addition, some CDBG entitlement areas did not directly réfe8/&inding from HUD
because their allocation would have been less than $2 million. These funds were passied state for
distribution, not because those communities were not needy but because HUD wasedoaioeut
administrative capacity. If Minnesota Housing did not factor in its funding fatha funds that HUD is
distributing directly to NSP entitlement areas, NSP entitlement am@mas weceive more funding than
their measured need indicates, and non-NSP entitlement areas would reasefuadeng than their
measured need indicates.

Some NSP entitlement areas believe that they will receive more fufditignesota Housing takes the
funding provided directly by HUD to NSP entitlement areas out of its funding foramtifee front end

rather than the back end. This is not necessarily the case. Under its ftumderg formula, Minnesota

starts with the full $58.8 million allocated to Minnesota and then deducts at the end|ficiugoa

process the $18.9 million that HUD will provide directly to the NSP entitlemeasalf Minnesota were

to subtract the $18.9 million at the front end and base its allocation on $38.8 million, each zp code’
allocation would drop by about one-third. Furthermore, with the lower allocation, 16 of the ®degp c

that used to receive more than $500,000 will now receive less than $500,000. These funds wilhgo into t
competitive pool for counties rather than going to the zip codes. Some NSP emtitiesas would

receive more funding under that alternative allocation process and others egaiNg fess.

Comment Summary: The limitations on the data that Minnesota Housing has lea able to collect
statewide in a uniform and timely fashion has potentially prevented the agey from measuring the
disproportionate impact that the foreclosure crisis has had on commuties of color. This could be
addressed by (1) adding additional factors, (2) not deducting the funds alady received by the
entitlement communities, (3) focusing on the top 40 rather than top 120 zgndes, or (4) awarding
other funds controlled by the agency to those neighborhoods whose relativeea was not fully
reflected in the formula. [Family Housing Fund, Harrison Neighborhood Association]
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Minnesota Housing meets all the allocation requirements outlined by HUD.fiduased NSP resource
on “areas with the greatest need, including those with the greatest pgecgift@me foreclosures, with the
highest percentage of homes financed by a subprime mortgage related loanp@ietitdy the State or unit
of general local government as likely to face a significant risecimate of home foreclosures.” Minnesota
Housing's needs assessment and funding formula directly addresses thesetiinedriaaddition, Minnesota
Housing added two additional factors: median income and age of the housing stdek NSt plan outlines,
these adjustments directed additional funds to areas like zip code 55411 in Nortapdlime

A fair and objective needs assessment and funding formula must be based on unifornsigtehtdata
statewide. It cannot be based on partial or incomplete data, anecdotes, and ddinimesota Housing’s goal
was to implement a fair, objective, and defensible approach that nregeatie of all Minnesotans.

Minnesota Housing acknowledges that some communities will need resbayoesl what is available at this
point from the federal government. These communities may apply for addftiodalthrough other
Minnesota Housing programs, such as the Challenge Fund.

Comment Summary: Minnesota Housing'’s distribution methodology does not &fmatively further
fair housing. [Housing Preservation Project, Harrison Neighborhood Association]

HERA (section 2301 (c)(2)) requires Minnesota Housing to “give priority emphasi®asderation to
those metropolitan areas, metropolitan cities, urban areas, rural areaadomoderate-income areas,
and other areas with the greatest need” when distributing NSP funds. The stesute ¢o define factors
that must be considered when determining “greatest need” to include those withatbstgrercentage of
home foreclosures, the highest percentage of homes financed with subprime molated¢éoans, and
likely to face a significant rise in the rate of foreclosures. Raciethoric composition of the
neighborhood is not identified as either a required or optional factor to be considerechuglthor
description of the process Minnesota Housing used to allocate NSP funds to areasest geed may be
found in the NSP Action Plan.

Fair housing requires reaching out to and fairly housing people of minority raetswity, regardless
of the location of the housing. Substantial amounts of NSP funds will be used in areas of high
concentrations of minority households; areas with lesser concentrationsavilbeeive NSP funds. But
all NSP applicants must describe their marketing plans, including plarectooet to households of
color, to ensure that they affirmatively further fair housing.

Comment Summary: Minnesota Housing's analysis did not adequately com&r the needs in zip
55130, which is a new zip code in St. PaliCity of St. Paul, Eastside Neighborhood Development
Company]

In conducting its analysis, Minnesota Housing used zip code data on households from the 2000 Census,
but the Postal Service has added a few zip codes since then. Consequently, Minnesotddtdmalsihg

zip codes statewide (out of 872) for which the Federal Reserve Bank’s LoanRerderreports provide
foreclosure data but the Census Bureau did not provide data on the number of households, which was
needed to be included in the needs assessment. Zip code 55130 is one of these four new zip codes.

While Minnesota Housing has confidence in the validity of the data it has edli@atl analyzed, the data
does have its nuances and imperfections. It would be impossible (or extraordostiiyand time
consuming) to correct for these imperfections on systematic and statesideFor example, some have
suggested that Minnesota Housing combine the LoanPerformance data for 55130 and 55%@1 beca
55130 appears to be an area that was “carved out” of the northern portion of the previous version of
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55101. However, the City of St. Paul acknowledges, “we don’t have a shapefile of [55130] to show
geographically the precise boundaries between 55130 and 55101 that exist todag.thénilesue of
new zip codes can be addressed accurately and systematically acrteste tiviisnesota Housing is
unwilling to make ad hoc adjustments on an individual zip code basis. Minnesota Housing needs a
consistent and fair methodology across the entire state. In addition, as drieegd Housing
combined the problems loans from 55130 with 55101. The additional problem loans from 55130
increased St. Paul’'s maximum distribution by only $100,000. The issue of new zip codes does not
significantly affect the distribution of NSP funds.

Furthermore, St. Paul is eligible to compete for funds to serve zip code 55130. Mirthassitay created
the competitive pool largely to make funds available to high-need neighborhoods misiseaipycode
analysis.

Comment Summary: Expand counties eligible to apply for competitive fuding to include counties
that have a zip code that ranks high on LISC’s list of high-need zip cod@s Minnesota. [Greater
Minnesota Housing Fund, City of Buffalo]

Minnesota Housing conducted a comparison of its list of high need zip codes with tmbi$ieddey
LISC. The two lists are quite similar. When comparing the 37 zip codes beingegkaighaximum
distribution by Minnesota Housing with LISC’s top 37 zip codes, 28 zip codes are on bothflists.9
zip codes on LISC’s list but not on Minnesota Housing’s list, 6 are in counties whemeuodras are
eligible to apply for competitive NPS funds, while 3 are not. These 3 zip codes ingh@®tAustin
(Mower County), Albert Lea (Freeborn County), and Owatonna (Steele County). AcctrdimregFederal
Reserve Bank’s LoanPerformance reports, each of these zip codes hagedyrilege number of
subprime and alt-A loans in foreclosure and REO (50 or more), but they also eachédlatreedyrlarge
number of households (9,000 to 12,000). Thus, according to Minnesota Housing’s analysis, each zip
code’s concentration of problem loans is not sufficient to be classified d&e4tigeed.” Based on a
preliminary assessment of LISC’s methodology, Minnesota Housing pleeagsmgweight on the
concentration of problems loans than on the number of problem loans than LISC appears to do.

Furthermore, Mower, Freeborn, and Steele counties did not rank in the top 19 counties in the number or
concentration of sheriff's sales in Minnesota. Thus, Minnesota Housing has ndietlabsim as high
need counties.

Minnesota Housing has chosen to not use alternative data sources or needsssassmed hoc
basis. Thus, Minnesota Housing will not expand its list of counties eligible for citing&inds.
However, foreclosure remediation is not only an eligible use of funding under $dtandousing’s
Challenge Fund, but it is also priority. The cities of Austin, Albert Lea, amat@hna can apply for
Challenge funding through a separate application process to address thestwesptoblem.

Comment Summary: Minnesota Housing should revise its funding allocaih because it does not
give adequate consideration to foreclosures in Dakota County. Dakota County is expetto have
the third highest number of foreclosures in the state this year, with agxpected increase of 64
percent over last year. In addition, out of 1,201 eligible state and local governmsmationwide,
Dakota was one of 308 to receive a direct NSP allocation from HUD. HUD also allocated i&am
amounts to Dakota and Anoka counties; yet Minnesota Housing is providing addbinal funding to
Anoka, but not Dakota County. Furthermore, Dakota is expected 2,637 foreclosuras 2008, and
Anoka is expected only 2,268. Minnesota Housing should use county foreclosureadither than
zip code data in its analysis. Minnesota Housing should also use HUD’s fundiproportion to grant
additional funds to the NSP entitlement areagDakota County]
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Minnesota Housing is very confident in the validity of the data that it is usedanatgsis. As explained

in the NSP Action Plan, data from the Federal Reserve LoanPerformands @ foreclosures and
REOs is highly correlated with sheriff sales data from HousingLink. AccotdiftpusingLink, Anoka
County is a higher need county than Dakota County. From 2007 throudﬂ OuaBer of 2008, Anoka
County has had 3,409 sheriff's sales, while Dakota has had 3,241. In addition, the differgniiaing,
during the first three quarters of 2008, Anoka County has had 1,729 sheriff's sales, akota Bas had
1,631. (The 2008 foreclosure forecasts discussed in the comment above are from Housingj.wer&he
developed in April of 2008 and based on projections off of sheriff's sales fron theafter of 2008.
During the ¥ quarter of 2008, Dakota County did have more sheriff’s sales than Anoka County, but in
both the % and 3 quarters, Anoka County had more.) Finally, from 2007 through'theiarter of

2008, Anoka County has had more sheriff sales per 100 households than Dakota County — 2.84 versus
2.16.

For data accuracy reasons, Minnesota Housing decided not to use foreclosutesdeneoped by
HUD. While HUD based its assessment on estimfextiosures, Minnesota Housing based its
assessment on actdaleclosures. HUD even states it is concerned with the accuracy okittokre
estimates in Minnesota and encourages states like Minnesota to use other Seertes discussion of
possible data sources in the methodology appendix of the NSP Action Plan for mose detail

Because NSP is about neighborhood stabilization, Minnesota Housing believes tkdait mare
appropriate to assess need on a zip code basis, rather than a county basis. Zip codgs @doser
neighborhood geographies than counties.

If Dakota County, which is one of the 23 high-need counties, believes that it needs additidimag fo
address the foreclosure crisis, it can apply to Minnesota Housing for cowepkeinds.

Funding is Insufficient to Meet Needs

Comment Summary: Minnesota Housing'’s funding of neighborhoods in Minaapolis and St. Paul is
insufficient to meet the needs of these two core cities. Theseghdorhoods have been
disproportionately affected by foreclosures and vacant propertiegMetropolitan Consortium of
Community Developers, City of St. Paul]

Minnesota Housing’s distribution formula clearly takes into consideration theirtiyzd the foreclosure
crisis has had on Minneapolis and St. Paul, eight of the nine zip codes receiving thetaygesdite
distribution (Minnesota Housing and HUD funding) fall at least partially in onleeotiwo cities.

Minnesota Housing agrees that the foreclosure crisis is so extensive that@eeassistance is needed in
these and other areas around the state. Other areas of the state also éhvBeertee next comment
concerning Greater Minnesota.

Comment Summary: More rural and less populated counties, towns, and regisrhave been left
completely out of the funding, while the impact of the foreclosure csis has been no less
devastating.[Jon Ford, President of the Minnesota Chapter of the National Association of Housing and
Redevelopment Officials]

The foreclosure crisis is a statewide problem, but federal policy requirgsesdita Housing to give
priority to areas of greatest need, which we have done. We are unable to sepasaif aeed.
Furthermore, we allow communities in any one of the 23 highest-need countiestify rtkighborhoods

-19 -



with high concentrations of foreclosed and abandoned properties, justify why éigisieonhoods are
areas of greatest need, and then compete for funds. Many of these coantieal @nd have less
populated towns.

Comment Summary: Communities, such as Isanti, need funding to addrefize foreclosure crisis.
Moving these resources to Minneapolis and other core communities woutebt allow our policy
makers the opportunity to consider such funding[City of Isanti]

See response from previous comment.

Comment Summary: The funding available is not sufficient to meet th needs in Duluth [Duluth
Affordable Housing Coalition]

As stated in earlier comments, NSP funding is insufficient to meet all ths."dennesota Housing

targeted its funding to the areas of greatest need, and these areas wdl ch@esten more targeting to
specific neighborhoods and blocks.

Funding of Cities Within NSP Entitlement Counties

Comment Summary: The funds in Table 4a are available to what communities? Whau apply to
be a subrecipient?City of Brooklyn Park]

Minnesota Housing will distribute the funds in Table 4a to the respective NSBreatit area. These
funds can only be used in the zip codes listed in Table 4a, but the NSP entitlement dr@zewviie
discretion to concentrate the funding in certain zip codes or portions of zip codesw(Tlitieen NSP
entitlement county will need to work with their county to access funds.

Comment Summary: How does Minnesota Housing plan to allocate the funds talgecipients when
the zip codes split across cities, as occurs in zip codes 55428 and 554QR¢ of Brooklyn Park]

Zip codes 55428 and 55429 are in Hennepin County, and Hennepin County will be the subrecipient for
the maximum distribution for these two zip codes (contingent upon an acceptable iapplitawill be
up to Hennepin County to decide how to allocate these funds among the cities in these zip codes

Comment Summary: How will Minnesota Housing monitor that subrecipi@ts are actually using
the funds in the designated zip coded€ity of Brooklyn Park]

Subrecipients will be required to describe the geography in which they willteggaeir NSP programs,

and Minnesota Housing staff will confirm that the properties that are besigjed with NSP funds are
located within those geographies.

Collapsing Funding Pools

Comment Summary: When Minnesota Housing collapses the funding poolstma single pool after
February 2009, keep separate pools for Greater Minnesota and Metro Area for a fewanths.
[Greater Minnesota Housing Fund, City of Buffalo, City of St. Michael, @fitiglk River]
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Time is of the essence for this program. Minnesota needs to get funding out the dotw anebis of
greatest needs as soon as possible. If Minnesota Housing keeps separate furgifog Goedter
Minnesota and the Metro Area after February, it risks being unable to det alhids under contract in
18 months.

In fact, the final NSP Action plan submitted to HUD has a process for atigatithe funds through the

February funding round with no funds left over for later funding. This is change fromatth@ldn
distributed for public comment on November 7, 2008.

Public Access to Data

Comment Summary: The raw data used to calculate each zip code’s need scand funding level is
not available to the public for review.[Housing Preservation Project]

In its analysis, Minnesota Housing used proprietary data that the FedezaldRBank has obtained from
First American LoanPerformance. While using proprietary data is not idealebbta Housing had to
balance this against using the best available data to identify neighborhoodsestgreat! to ensure that
NSP funding will be effectively targeted and used. We decided that prograympeente was our top
priority. Obviously, public access and transparency is important for any publi@progo ensure that
our process and methodology was as transparent as possible, we provided a vedyadetaitecise
explanation of how we calculated need scores and funding allocations in the NSP katiov®also
provided the need score and funding allocation for each zip code in the state. Furthiberieederal
Reserve Bank is willing to share this data with other parties if an abtepéguest is received. The
request involves explaining why an entity needs the data and how it will use th€rgataquesting
entity also needs to promise to not share the data with other parties. Minnesota Hoesingt know
the standards that the Federal Reserve Bank uses when evaluating reqtiestddta, but the Bank
seems open to sharing it. They have already shared it with severatentilanesota, including
counties, cities, and housing organizations. Some of the entities that alrezdg tiee LoanPerformance
data have access to the raw data that Minnesota Housing used in its calculatibesoapaitunity to
verify the calculations.

PROGRAM DESIGN

Eligible Participants/Applications to Minnesota Housing

Comment Summary: Minnesota Housing should extend the application deade to accommodate
potential applicants that only recently became aware of the NSP fund&Greater Minnesota Housing
Fund, City of St. Michael, City of Big Lake, Minnesota Housing Partnership, €CByffalo]

Minnesota Housing will extend the application deadline to Wednesday, January 28, 2009. Aarextens
beyond January 28 would require a delay in the Minnesota Housing Board’'s NSP fundiiopsecis!

late March. If HUD executes the grant agreement in January as plannedkeatidreeare not made until
late March, the agency and its subrecipients will have only 16 months to obligafernhsito projects.
Minnesota Housing expects that cities and counties that have been monitoringdlostdiogecrisis in

their jurisdictions and considering approaches to remedy it are more bkedywé the capacity and
readiness to undertake the NSP program and will be capable of assemblingdoaaifieations.
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Comment Summary: Minnesota Housing should be flexible in its deadlanfor application
submissions because neighborhood stabilization plans may require govergiboard approvals.
[Greater Minnesota Housing Fund]

Minnesota Housing will accepts this comment and amends its action plan to acceptiapplsubmitted
by January 28 without governing board approvals. Their selection will be contogesdeiving
governing board approvals before executing the grant agreement.

Comment Summary: Minnesota Housing'’s action plan is inconsistent irdentifying whether
nonprofit organizations could apply for NSP funds from Minnesota Housing[Metropolitan Interfaith
Council on Affordable Housing]

The activity section of the action plan erroneously included nonprofit organizatiehgible NSP

applicants and has been corrected to permit grants from Minnesota Housing only govecaments.
Local governments are free to consider applications from nonprofit organzati

Rehabilitation Standards

Comment Summary: Minnesota Housing should take steps to protect regdts, workers, and the
neighborhood from hazards resulting from improperly identified or remeadiated lead-based paint,
asbestos, and moldinstitute for Environmental Assessment]

Lead-based paint requirements of 24 CFR part 35 will apply to applicable NSP-fatigiiza
However, part 35 does not apply to demolition paid with federal funds. Therefore, MinHessiag

will amend its NSP rehabilitation standards to require that upon completion of demttigisoil is either
tested and verified to meet lead clearance levels, the soil is removed anddeyth clean soil, or it is
covered with sod or some other barrier.

Minnesota Housing was encouraged to adopt the National Emission Standards fdotia2ar
Pollutants (NESHAP) when NSP funds will be used for demolition. The NESHAP riegslapply to
demolition of properties with more than four units, and to single-unit properties amdertited
situations. Minnesota Housing will not adopt NESHAP for properties with four or fewtsrtamot
unduly increase costs, but will require that asbest@slieessed in rehabilitation and demolition
according to applicable State, Federal, or Local laws.

Minnesota Housing was encouraged to adopt standardized rules to address mold issiase Tibestate
or federal standards for testing and remediating mold. However, Minnesota Helé8)rehabilitation
standards will be amended to require that where mold is found, it must be removed amgkits ca
identified and corrected during rehabilitation.

Comment Summary: Minnesota Housing should require third party assessents of energy use and
conservation approaches. One comment suggested a very specific approach to gneonservation
that requires: (1) careful building assessment by a third party whos knowledgeable in building
science; (2) careful installation of identified measures; and, (®ost-improvement verification.
[University of Minnesota Cold Climate Housing Program, Neighborhoods Energy Cameédinnesota
Green, Greater Minnesota Housing Fund, Family Housing Fund]

Minnesota Housing supports such an approach, but is concerned about the availabiirtgcf tra
personnel necessary for the assessment and post-improvement verification. TrsotdiDepartment of
Commerce wrote in its comments: “While candidate houses for NSP should be thirevaduited to
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determine the cost effectiveness of any renovation or rehabilitation, ahptiesre are an insufficient
number of trained and certified auditors in the state of Minnesota to meet the der&#el within the
stated 18 month time frame of program funding.”

Because the energy auditor infrastructure is inadequate to provide tsselsments in all locales for the
duration of NSP, Minnesota Housing will not require subrecipients to employ the recaledithird

party assessments and verifications. Instead, it will encourage apptcamike arrangements with and
obtain commitments from entities with access and control over those resauricetusion in their
applications as local match, which will be considered by Minnesota Housing whaataal
applications.

Comment Summary: Minnesota Housing should adopt the Minnesota Overlay to ¢hGreen
Communities Criteria for homes undergoing significant rehabilitation [Minnesota Green, Greater
Minnesota Housing Fund, Family Housing Fund]

Minnesota Housing will apply the Overlay to any building component that is reddifialtered during
rehabilitation, including selecting Energy Star qualified products.

Comment Summary: Minnesota Housing should use the opportunity providetly rehabilitation to
undertake energy efficiency improvements|AARP, Neighborhood Energy Connection, Minnesota
Green, Greater Minnesota Housing Fund, Family Housing Fund

Minnesota Housing agrees and will encourage subrecipients to consider ecsteetfnergy
improvements when rehabilitating NSP-assisted housing.

Comment Summary: Minnesota Housing should not require point of sale andbde compliance
provisions as they raise costs and create a barrier to property rehabilitation ailedevelopment by
an individual homebuyer. [Minnesota Association of Realtors]

Section 2301(d)(2) HERA requires that “Any rehabilitation of a foreclosed upon homsdential
property...shall be to the extent necessary to comply with applicable laws, cudiether requirements
relating to housing safety, quality, and habitability...” Minnesota Housing'$ilghsion standards
require that rehabilitation meet the State’s codes, and local housing quaddgrsis. If there are no local
standards, then the property must, at minimum, meet HUD’s Housing Quality $&edaforth in 24
CFR 982.401. Minnesota Housing does not require the standards be met at the time a psmperty is
individuals may acquire and rehabilitate houses with NSP funds, if permitted yfttezipient.
Minnesota Housing will amend its rehabilitation standards to require that ibnégiset a time by
which homebuyer rehabilitation must be completed.

Comment Summary: The Agency should integrate universal design and \viability features into
rehabilitated and redeveloped properties to promote aging in placéAARP]

Minnesota Housing does not want to add unnecessary rehabilitation costs, espbeialigsources
available for dealing with the problem of foreclosures are insufficient. MotaéHousing encourages the
commentator to pursue with local governments that may apply to Minnesota Housing torconside
rehabilitating properties to promote aging in place. Minnesota Housing andanthlegdvernment bodies
have other resources available to homeowners to finance modifications to promgti& gigce.

Priority Activities and Beneficiaries
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Comment Summary: Minnesota Housing should restrict subrecipientlexibility in a number of
ways, including:

* Requiring that a majority of housing opportunities resulting from NSP befor people with incomes
that are at or below 50% of area median income (AMI), and establishing a target foesving people
at 30% AMI,

* Providing the first opportunity to use NSP-assisted housing to resides in the area,

* Prioritizing the use of land for housing for people at or below 50% of AMI,

* Giving priority in the sale and rental of NSP-assisted housing to area nelents and qualified
applicants who have faced foreclosure as a homeowner or renter, or are livinga high foreclosure
risk area,

* Setting aside a portion of NSP funds to increase the supply of accessiahd visitable dwellings,

» Establishing a designated priority for low-income elderly residers. [MICAH, Legal Aid Society of
Minneapolis, AARP]

Minnesota Housing will not adopt the above recommendations. The policy goal of NSP ansiatéinne
Housing is to stabilize areas of greatest need. Stabilization requirésréwdosed housing is rehabilitated
and occupied by qualified persons as soon as possible. Holding dwellings for tangst fgr extended
periods of time may result in further deterioration of the neighborhood.

Another policy goal of Minnesota Housing is economic integration or diversity. Inmgpbgher
concentrations of very- and extremely-low income households would frustrate tlogtguai.

Subrecipients are free to serve more persons at or below 50% of AMI, orskstgttheir own goal for
providing affordable rental opportunities for persons at or below 30% AMI if, in theimendy
additional housing is needed for those persons in the area. However, there asetbardieving more
aggressive income targets. The lack of operating subsidies to make rentaigg@bferdable to
extremely low income households could cause subrecipients to fail to maetiangiased 30%
objective. Coordinating NSP with tax credits and other tools that are offered oolyigaly but that
may be essential to making rental opportunities affordable for 30% AMI tenantsdesay funds usage
and put significant amounts of the NSP grant at risk of recapture by HUD. Miartésasing expects
subrecipients to consider strategies, including other funding sources, to ssorespeith as low an
income as possible, but it also expects and requires them to obligate their N&8& (haxae under
contract for specific projects) within 18 months of the HUD/Minnesota Housarg ggreement.

One possible source of funds to make NSP-assisted rental housing affordatertmtome persons
would be an NSP-funded operating reserve that could help pay the costs of ofrenaging units of
very- and extremely-low income tenants.

Comment Summary: Minnesota Housing should not mandate select individls (buyers and
sellers).[Minnesota Association of Realtors]

Title 111, section 2301(c) of the Housing and Economic Recovery Act of 2008 lihatsxcomes of NSP-
assisted homebuyers and renters to 120% of area median income. Minnesota Hsusmdibcretion to
modify this requirement. As discussed above, Minnesota Housing will not mandateestaotions on
NSP funds, but will permit subrecipients to target more NSP units to very-+remety-low income
persons.

Comment Summary: Minnesota Housing should require that the majory of funds for acquisition
and rehabilitation of homeowner housing be used for rehabilitation and catruction financing for
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buyers to extend the effect of NSP funding, and to more quickly return h@es to the inventory.
[Minnesota Association of Realtors]

Subrecipients have the flexibility to set-aside a portion of their grant foelyer acquisition and
rehabilitation. However, neighborhood stabilization requires that propertieb&lalitated to be safe and
sound, and that they be occupied quickly. Minnesota Housing expects subrecipients tihat perm
homebuyer acquisition and rehabilitation to implement safeguards to ensureatimdelyality

completion of rehabilitation and occupancy.

Comment Summary: Minnesota Housing should limit NSP funding to land baks and demolition
and the interim use of land placed in a land bankLegal Aid Society of Minneapolis, MICAH,
Minnesota Association of Realtors]

Minnesota Housing generally agrees with the concern about using significaomgof the NSP funds

for demolition and land banking, but will not impose a limit on subrecipients. Subrecipientsaneshe
flexibility to assess needs in their community and respond in ways that addressdads, especially
with respect to public safety and the dangers some abandoned and foreclosed progsstiesopthe
community. Grantees planning on undertaking demolition or land banking must have a plarefof reus
the land that will benefit the remaining housing and residents of the areavétoWN&P funds may not

be used for commercial redevelopment.

Comment Summary: NSP should be used to reduce the over supply of hausito preserve and
stabilize the value of the remaining housing in the aregWFS Consulting]

See the response above.

Comment Summary: Minnesota Housing should protect home values by workinto increase the
demand for housing by creating incentives for buying homes (not only foceosed homes), and by
not selling homes for less than cosfWFS Consulting]

Title 111, section 2301(c) of the Housing and Economic Recovery Act of 2008 lihd@teousing that may
be acquired with NSP to housing that has been foreclosed upon. However, Minnesota Housig's HO
assisted downpayment assistance program may be used to purchase any quakfieddr@ciosure-
impacted areas.

NSP requires that foreclosed houses be purchased at a discount of at least 5% @thappraised
value, and limits the resale price to no more than cost. Minnesota Housing willigreeipients the
flexibility they need to assess the current market and price the homes theyharte quickly occupied by
eligible homebuyers. To price a house at no less than cost when the market vatue &/ lessult in
otherwise useable housing is being left vacant and unsold, which destabilizesrétesm

Comment Summary: Minnesota Housing should include as eligible activws those described on
HUD’s “NSP Frequently Asked Questions” Web]MICAH]

It is Minnesota Housing’s intention to consider all NSP-eligible activiias HUD describes to be

eligible under the Minnesota program, except for those that fund commercial developtemot
benefit housing.

Contracting Opportunities
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Comment Summary: NSP funds should be used to employ and contract witbw-income residents
and businesses in affected communities, and other companies owigdunderserved populations,
such as women, minorities, and service-disabled veterarisegal Aid Society of Minneapolis,
MICAH, Institution for Environmental Assessment]

Minnesota Housing supports contracting to community based organizations and raovwoety
companies. Grantees are required to meet federal contracting raegimggamong other things,
outreach to minority- and women-owned business enterprises. Section 3 of the Housingaand U
Development Act of 1968 requires that program participants, to the greatssgtpmodsible, provide job
training, employment, and contract opportunities for low- and very-low income residergnnection
with projects and activities in their neighborhoods. Reporting on minority- and womerntbwsieess
enterprise contracting is reported annually to HUD, and Section 3 actions atedepdfinnesota
Housing’s Consolidated Annual Performance Evaluation Report (CAPER).

Comment Summary: Realtors should be employed by subrecipients to litie their expertise and
ensure that laws are followed.

Minnesota Housing requires that subrecipients comply with all laws, regaofllebether they employ
realtors. Subrecipients must decide whether to utilize realtors.

Affirmatively Further Fair Housing

For comments regarding the distribution of funds and affirmatively furthesingdusing, see the
“Design of Needs and Funding Assessment” section.

Comment Summary: Minnesota Housing should ensure that it and subrquients to affirmatively
furthering fair housing and track beneficiary data. [MICAH, Legal Aid Society of Minneapolis,
Council of Black Minnesotans]

Minnesota Housing will require all subrecipients to certify they wilraftively further fair housing by
conducting an analysis to identify impediments to fair housing choice, takesaiti overcome the
effects of impediments, and maintain records reflecting the analysis tamsadaken. Subrecipients that
are not CDBG entitlement grantees may, depending on their location either insidsioe the 11-
county metropolitan area, accept the state or metropolitan area Analysjzedfiments to Fair Housing
choice (Al).

HUD and Minnesota also require a certification that the NSP grant will be dedduad administered in
conformity with Title VI of the Civil Rights Act of 1964, the Fair Housing Actdamplementing
regulations.

Additionally, Minnesota Housing also will require subrecipients to develop attivenfair housing
marketing plans for NSP-assisted housing, and certify semi-annually to Miahésading that they are
following their plans.

Beneficiary data will be collected as directed by HUD. Minnesota Hgusireluctant to impose data

collection, storage, and reporting burdens that are in excess of what is regqu@@86, but may require
more or different reporting, depending on the activities being funded.
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Continued Affordability

Comment Summary: Minnesota Housing should permit resale restrions as an eligible way to
enforce continued affordability. [Northern Communities Land Trust, Greater Minnesota Housing Fund,
Minnesota Community Land Trusts, City of St. Michael, City of Buffalo, Afford&tdesing Coalition]

Minnesota Housing agrees and amends its action plan to permit resattioastdas a way to achieve
continued affordability, especially for community land trusts. However, Motaddousing cautions
program participants that questions regarding what constitute program irinoluéing proceeds paid to
home sellers, remain unanswered; and buyers of homes under resale restridtios mae aware and
agree that when the property is sold, they are limited to selling only to persbnsagimes similar to
their own when they bought the property; i.e., either equal to or less than 50% of AMI, or 12084 of
as required under section 2301(f)(3)(A)(ii) of HERA.

Comment Summary: Minnesota Housing should prohibitrecapture provisions that exceed those of
24 CFR 92.254[Minnesota Association of Realtors]

Minnesota Housing wants to give subrecipients the greatest flexibility possité®eloping their
programs and will not adopt this recommendation. Subrecipients may have legitoiateeasons for
requiring more aggressive recapture provisions than 24 CFR 92.254.

Comment Summary: Minnesota Housing should mandate a minimum 50-year affdability period
for rental properties. [Minnesota Housing Partnership]

A 50-year affordability requirement for a project that may need minim&l tNB8ding could be a
disincentive to developing or acquiring and rehabilitating rental propertses.phactical matter, without
long term assistance with operating costs or rent subsidies, it wouldd&elypossible to achieve 50
years of affordability.

Financing Terms

Comment Summary: Minnesota Housing should require 30 year fixed-rate mitgages.[Minnesota
Community Land Trusts]

Minnesota Housing opposes predatory loans, but recognizes that not all potential levmetayyqualify
for 30 year fixed rate mortgages. Mortgage credit may not be as availabtmes was, and alternative
financing mechanisms may be necessary.

Comment Summary: Minnesota Housing'’s plan should not preclude the djon to disburse funds as
a forgivable 0% interest loan.[Twin Cities Habitat for Humanity]

The plan is written broadly enough to not preclude 0% interest rate forgivable loans.

Applicability of Laws and Other Requirements

Several comments were received concerning the applicability of exigtusgo various activities of the
NSP. Comments regarding laws affecting rehabilitation and Fair Hohawegbeen addressed elsewhere
in this response.
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Comment Summary: Will entities purchasing and rehabilitating hotsing for resale be required to
have a real estate license? Compliance with various federal, state, and local goweent disclosure
laws should be assuredMinnesota Realtors Association]

The amendment should ensure that Minnesota Housing and subrecipits comply with certain state
and federal statutes and regulations, including Fair Housing, the Federglovernment’s Limited
English Proficiency policies, Section 504 of the Rehabilitation Act and Aenicans with Disabilities
Act, Minnesota’s Human Rights Act, HUD’s Section 3 program for employing ad training low-
income residents, and othergLegal Aid Society of Minneapolis]

Minnesota Housing expects that all participants in NSP will abide by altapld federal, state, and
local laws and ordinances. NSP does not suspend any of those requirements.

Miscellaneous

Comment Summary: If HUD rejects the plan for being insufficienty detailed, Minnesota Housing
should make the re-written plan available for public comment.

Minnesota Housing is confident that the submitted Action Plan contains a sufesiehof detail and
will be approved. Minnesota Housing’s Citizen Participation Plan does not provide fama geblic
comment period in the event a draft action plan must be modified. While it may kebbegirseek
additional public comment if the plan is rewritten, it is impractical. A subataetvrite of the plan could
take a significant amount of time which, when combined with a meaningful notice anteocbmeriod
and additional time to respond to comments, could prevent the agency from meeting teenssrguo
submit a new plan to HUD within 45 days from the first disapproval of the plan, but no later tha
February 13, 20009.

Comment Summary: Minnesota Housing should include non-citizens agpsons to be engaged in
neighborhood stabilization by applicants for NSP funds. (See “Neighborhoodriprovement
Efforts” in the application section.) [MICAH]

Minnesota Housing will change the plan language to read: “Engage residenthioneood
stabilization.”

Comment Summary: Minnesota Housing should require subrecipient® verify and document the
income of tenants of land bank properties and not the residents of the argMICAH]

NSP rules require that land banks be justified in terms of the incomes of residdetsiiea and not the
tenants.

Comment Summary: Confusion was expressed about the language on page 28 of thigoAdPlan
regarding the Community Revitalization Program awards.[MICAH]

Page 28 will be modified to clear confusion. The paragraph was intended to convey thatilidr68fm
recently-selected Community Revitalization Program awards will be fundledN8P dollars. These
projects are eligible for NSP because they address foreclosed propettiesreas of greatest need. The
eligibility of expenses back to September 2008 when the HUD Notice was publisteequestioned.
NSP makes eligible for payment costs incurred after publication of the Notideefore the grant
agreement. September 29, 2008 is the start of the NSP program.
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Comment Summary: Minnesota Housing should reconsider its decision pass through NSP funds
for the Habitat for Humanity CRV award, and administer the assistance itsk. [Twin Cities Habitat
for Humanity]

Minnesota Housing’s decision to pass through NSP funding for some of its fall C&¥@®t was based
on the fact that both cities have the mechanisms in place to administer CDBG fundieggoouind, and
it will be more efficient for administrative purposes to have fewer NSP sphets.
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G. NSPINFORMATION BY ACTIVITY

Each of the following activities is eligible for reimbursement asgpvard costs if approved by Minnesota
Housing:
Activity Number 1:
Establish Financing Mechanisms

Activity Type: (include NSP eligible use & CDBG eligible activity)

NSP-Eligible Use CDBG Eligible Activity

Establish financing mechanisms Activity delivery costs for anl@égctivity
as defined in 24 CFR 570.206 and eligible
activities defined below

A. Financing for the purchase and * 24 CFR 570.201(a) Acquisition
redevelopment of foreclosed upon homes fdb) Disposition,

low- and moderate-income homebuyers. | (i) Relocation, and

(n) Direct homeownership assistance,

B. Financing for the purchase and including downpayment and closing cost
redevelopment of foreclosed upon residentialssistance, mortgage interest rate reductign,
properties. lease/purchase, contract for deed

* 24 CFR 570.202 eligible rehabilitation ang
preservation activities for homes and
residential properties

National Objective: (Must be a national objective benefiting low, moderate and middle income geason
defined in the NSP Notice—i.e5,120% of area median income).

This activity meets the HERA low-, moderate- and middle-income nawbpective by providing financing
for the purchase and redevelopment of housing that will be occupied by households with incrbetoa
120 per cent of area median income.

Projected Start Date: September 29, 2008

Projected End Date March 1, 2013

General Terms Under Which Assistance Will be Provided:

The role and structure of NSP funds in financing acquisition and/or rehiadmlitae unknown at this time, but
will be determined by each subrecipient and specified in their applicatidimmnesota Housing. Possibilities
include contracts for deed or a participation in contracts for deed; firstond mortgages, either amortizing
or deferred and participation in such mortgages; grants; low- or no-intensstuction financing;
downpayment and closing cost assistance.

Generally, financing provided by subrecipients to homeowners for acquisiticor agloabilitation will be
without interest, except for circumstances in which the charging of intaréees are necessary to pay
documented costs associated with the financing mechanism. To the exgehurdS provide a first lien or
equivalent primary financing, such financing mechanisms may be pricedraeesi rate that is no greater
than the interest rate charged on Minnesota Housing mortgage revenue bondgrognantly 5.5%.

Financing provided to other entities for acquisition and redevelopment migyrcarest rates of 0% to
market rates for equivalent types of financing, with terms no longer thagaB§. y
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Responsible Organization (Describe the responsible organization that will implement the N®Rty,
including its name, location, and administrator contact information)

Minnesota Housing will sub grant funds to local units of government, which have noepetdiected.
Subrecipients will be posted on the Minnesota Housing website aftereleatien. If progress toward
obligating funds within deadlines is insufficient, Minnesota Housing may recadp&feallocations of
subrecipients and offer direct assistance.

Minnesota Housing Finance Agency is the state’s responsible organization.

Address: 400 Sibley Street, Suite 300
St. Paul, MN 55101
Agency Contact: Ruth Simmons

(651) 297-5146
ruth.simmons@state.mn.us

Location Description: (Description may include specific addresses, blocks or neighborhoods toaht ext
known.)

Depending on subrecipient priorities, this activity may be available in aimg @reatest need areas.

Activity Description:

This activity will provide financing to purchase and redevelop foreclosedsantkeresidential properties
which will be made available for sale to or rental by households with incapes120% of AMI. The

activity will be available for subrecipients serving any of tremarof greatest need if it is deemed by them in
their application to be a priority activity. Recipients of financiny tn@ developers or homebuyers.

The acquisition discount from current appraised value for foreclosed homes dedtrakproperties will be
at minimum 5% per property, and an average discount of 15% per property. Minnesota Mdusogire
each subrecipient to achieve an average discount of properties they acqtieast 15%. Minnesota
Housing will maintain a data base of acquired properties, their market, \eadd the discount at purchase.
From this data, Minnesota Housing will be able to determine whether itsssubitecipients are meeting the
minimum average discount target of 15%.

Homebuyers will benefit from this activity as foreclosed homes are brdagk on line and sold to them at
less than cost. Subrecipients will use either the HOME recaptursade requirements as the minimum
means to meet the continued affordability requirements of the Notice. Tibd pecontinued affordability

will be at least as long as the period of affordability described in 24 CFR 92(2%4Recapture requirements
and affordability periods will be defined by the subrecipients in their applsato Minnesota Housing for
NSP funding and must equal or exceed the requirements of 24 CFR 92.254. But, as with the HOME
requirements of 24 CFR 92.254 (a)(5), the requirement that the property continue ¢cagiecby NSP-
eligible owners will expire with recapture of the NSP investment.

Renters with incomes up to 120% AMI will benefit from this activity as fossd residential properties are
brought back on line and made available for rent.

Budget Range
NSP: $2.500,000 to $4,000,000
Private:$30,000,000
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Activity Number 2:
Acquisition and Rehabilitation, Homeownership

Activity Type: (include NSP eligible use & CDBG eligible activity)

NSP-Eligible Use CDBG Eligible Activity

Purchase and rehabilitate homes that have Activity delivery costs for an eligible activity
been abandoned or foreclosed upon in ordeas defined in 24 CFR 570.206 and eligible
to sell, rent, or redevelop such homes activities defined below:

* 24 CFR 570.201(a) Acquisition

(b) Disposition,

(i) Relocation, and

» 24 CFR 570.202 eligible rehabilitation angd
preservation activities for homes

National Objective: (Must be a national objective benefiting low, moderate and middle income geason
defined in the NSP Notice—i.e5,120% of area median income).

This acquisition and rehabilitation activity meets the HERA low-, enaig:- and middle-income national
objective by providing homes that will be occupied by households with incomesedoar 120 per cent of
area median income.

Projected Start Date: September 29, 2008

Projected End Date March 1, 2013

Responsible Organization (Describe the responsible organization that will implement the N®Rty,
including its name, location, and administrator contact information)

Minnesota Housing will sub grant funds to local units of government, which have noepetdiected.
Subrecipients will be posted on the Minnesota Housing website aftereleatien. If progress toward
obligating funds within deadlines is insufficient, Minnesota Housing may recadp&feallocations of
subrecipients and offer direct assistance.

Minnesota Housing Finance Agency is the state’s responsible organization.

Address: 400 Sibley Street, Suite 300
St. Paul, MN 55101
Agency Contact: Ruth Simmons

(651) 297-5146
ruth.simmons@state.mn.us

Location Description: (Description may include specific addresses, blocks or neighborhoods toaht ext
known.)

Depending on subrecipient priorities, this activity may be available in aimg @reatest need areas.

Activity Description:
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This activity will acquire and rehabilitate abandoned and foreclosed hotmies, will be made available for
sale to the full range of income-eligible persons for homeownership, inclimisg with incomes below 50%
of area median income. The activity will be available for subrecipientsigeany of the areas of greatest
need if it is deemed by them in their application to be a priority activitya€haisition and/or rehabilitation
may be conducted by the subrecipients, a developer, or a homebuyer.

Homebuyers will benefit from this activity as foreclosed homes are brdagk on line and sold to them at
less than cost. Subrecipients will use either the HOME recaptursabe requirements as the minimum
means to meet the continued affordability requirements of the Notice. Tibd pecontinued affordability

will be at least as long as the period of affordability described in 24 CFR 922%4Recapture requirements
and affordability periods will be defined by the subrecipients in their applsato Minnesota Housing for
NSP funding and must equal or exceed the requirements of 24 CFR 92.254. But, as with the HOME
requirements of 24 CFR 92.254 (a)(5), the requirement that the property continuectouped by NSP-
eligible owners will expire with recapture of the NSP investment.

The acquisition discount from current appraised value for foreclosed homég atliminimum 5% per
property, and an average discount of 15% per property. Minnesota Housing will reghigubrecipient to
achieve an average discount of properties they acquire of at least 15%. Mimfeassiteg will maintain a

data base of acquired properties, their market value, and the discount as@uifcbm this data, Minnesota
Housing will be able to determine whether it and its subrecipieatsnaeting the minimum average discount
target of 15%.

Budget Range
NSP: $19,500,000 to $20,464,937
Private:$20,000,000
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Activity Number 3:
Acquisition and Rehabilitation, Rental

Activity Type: (include NSP eligible use & CDBG eligible activity)

NSP-Eligible Use CDBG Eligible Activity

Purchase and rehabilitate residential Activity delivery costs for an eligible activity
properties that have been abandoned or | as defined in 24 CFR 570.206 and eligible
foreclosed upon in order to sell and/or rent activities defined below

such properties * 24 CFR 570.201(a) Acquisition

(b) Disposition,

(i) Relocation.

» 24 CFR 570.202 eligible rehabilitation angd
preservation activities for residential
properties

National Objective: (Must be a national objective benefiting low, moderate and middle income geason
defined in the NSP Notice—i.e5,120% of area median income).

This acquisition and rehabilitation activity meets the HERA low-, enaig- and middle-income national
objective by providing permanent residential structures that will bepoed by households with incomes at or
below 120 per cent of area median income.

Projected Start Date September 29, 2008

Projected End Date March 1, 2013

Responsible Organization (Describe the responsible organization that will implement the NBRty
including its name, location, and administrator contact information)

Minnesota Housing will sub grant funds to local units of government, which have noepetdiected.
Subrecipients will be posted on the Minnesota Housing website afteséhagtion. If progress toward
obligating funds within deadlines is insufficient, Minnesota Housing may recadp&feallocations of
subrecipients and offer direct assistance.

Minnesota Housing Finance Agency is the state’s responsible organization.

Address: 400 Sibley Street, Suite 300
St. Paul, MN 55101
Agency Contact: Ruth Simmons

(651) 297-5146
ruth.simmons@state.mn.us

Location Description: (Description may include specific addresses, blocks or neighborhoods toethe ext
known.)

Depending on subrecipient priorities, this activity may be available in aimg @reatest need areas.
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Activity Description':

This activity will acquire and rehabilitate abandoned, and foreclose@néisidoroperties, which will be made
available for rental to the full range of income-eligible personsjdnag) those with incomes below 50% of
area median income. The activity will be available for subrentpiserving any of the areas of greatest need if
it is deemed by them in their application to be a priority activity. The sitigni and/or rehabilitation may be
conducted by the subrecipient or a developer.

Renters will benefit from this activity as foreclosed and abandoned pesp&re brought back on line and
rented to tenants at rents that do not exceed the HOME rent limits speci?ié CFR 92.252.

NSP funds may also be used to capitalize an operating reserve, if requireddmgd#reptoviding first
mortgage financing, to reduce tenants’ rents to more affordable levels.

The acquisition discount from current appraised value for foreclosed homes dedtrakproperties will be
at minimum 5% per property, and an average discount of 15% per property. Minnesoteyolisequire
each subrecipient to achieve an average discount of properties they acquieast 15%. Minnesota
Housing will maintain a data base of acquired properties, their market, \add the discount at purchase.
From this data, Minnesota Housing will be able to determine whether itsasubitecipients are meeting the
minimum average discount target of 15%.

Subrecipients will be required to include in their loan documents tbedatiility requirements of 24 CFR
892.252(a), (c), (e) and (f), which are identical to those of the HOME program.

Budget Range
NSP: $3,000,000 to $3,500,000
Private:$10,000,000
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Activity Number 4:
Establish Land Banks

Activity Type: (include NSP eligible use & CDBG eligible activity)

NSP-Eligible Use CDBG Eligible Activity
Establish land banks for homes that have | Activity delivery costs for an eligible activity
been foreclosed upon. as defined in 24 CFR 570.206 and eligible

activities defined below:
24 CFR 570.201(a) Acquisition and (b)
Disposition

National Objective: (Must be a national objective benefiting low, moderate and middle income gesson
defined in the NSP Notice—i.e<,120% of area median income).

The Land Bank activity meets the HERA low-, moderate- and middle-inconomalabbjective by serving an
area in which at least 51% of the residents have incomes at or below 120 percemihoé@ian income.

Projected Start Date September 29, 2008

Projected End Date March 1, 2022 (Expected date for final disposition of all land bank properties and
payment of revenues to the Treasury)

Responsible Organization (Describe the responsible organization that will implement the &Rty
including its name, location, and administrator contact information)

Minnesota Housing will sub grant funds to local units of government, which have noepetdiected.
Subrecipients will be posted on the Minnesota Housing website aftereleatien. If progress toward
obligating funds within deadlines is insufficient, Minnesota Housing may recdp&feallocations to
subrecipients and offer direct assistance.

Minnesota Housing Finance Agency is the state’s responsible organization.

Address: 400 Sibley Street, Suite 300
St. Paul, MN 55101
Agency Contact: Ruth Simmons

(651) 297-5146
ruth.simmons@state.mn.us

Location Description: (Description may include specific addresses, blocks or neighborhoods toethe ext
known.)

Depending on subrecipient priorities, this activity may be available in amg @freatest need areas.

Activity Description:

This activity will acquire blighted foreclosed homes for demolition and pessiublic facility type interim
use (community gardens, for example) until final sale of the property within &g fge a purpose that will
benefit the remaining housing in the neighborhood.

Subrecipients choosing to pursue the land bank activity must define the geoaraphof the land bank and
document that at least 51% of residents have incomes at or below 120 perceato¢dian income.
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Applicants intending to use NSP funds for demolition must describe short-tedongrgrm plans for the use
of the land, including how and who will maintain the vacated property until it isetxgeed and the
timeframe for likely redevelopment of the property. Demolition plans shouldd@@ strategy for assembling
land for redevelopment and not simply demolition on a case-by-case basisaAfspére encouraged to plan
interim community uses for vacant land such as community gardens, playgamahpiarks.

Applicants intending to use NSP funds for land banking must describe how the uskntithank will
facilitate housing affordable to the targeted incomes and how it wiitasstabilizing neighborhoods. Land
banks must operate in specific, defined geographic areas.

The acquisition discount from current appraised value for foreclosed homes ailhtinimum 5% per
property, and an average discount of 15% per property. Minnesota Housing will reghiszibeecipient to
achieve an average discount of properties they acquire of at least 15%. Minremssitagkvill maintain a

data base of acquired properties, their market value, and the discount as@uiFcbm this data, Minnesota
Housing will be able to determine whether it and its subrecipieatsiaeting the minimum average discount
target of 15%.

The role and structure of NSP funds in financing acquisition and/or rehiadmlitae unknown at this time, but
will be determined by each subrecipient and specified in their applicatidimmesota Housing. Possibilities
include first or second mortgages, either amortizing or deferred andgaitio in such mortgages; grants;
low- or no-interest construction financing.

Budget Range
NSP: $1.000,000 to $1,500,000
Private:$0
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Activity Number 5:
Demolish Blighted Structures

Activity Type: (include NSP eligible use & CDBG eligible activity)

NSP-Eligible Use CDBG Eligible Activity

D
o

Demolish blighted structures 24 CFR 570.201(d) Clearance for blight
structures only.

National Objective: (Must be a national objective benefiting low, moderate and middle income geason
defined in the NSP Notice—i.e5,120% of area median income).

The Demolition activity meets the HERA low-, moderate- and middle-iecoational objective by serving
areas in which at least 51% of the residents have incomes at or belowd&tt peea median income.
Subrecipients must define the area in which they will conduct thistgeivd document that resident incomes
meet the NSP requirement.

Projected Start Date September 29, 2008

Projected End Date March 1, 2013

Responsible Organization (Describe the responsible organization that will implement the ®BRty
including its name, location, and administrator contact information)

Minnesota Housing will sub grant funds to local units of government, which have noepetdiected.
Subrecipients will be posted on the Minnesota Housing website aftereleatien. If progress toward
obligating funds within deadlines is insufficient, Minnesota Housing may recdp&feallocations to

subrecipients and offer direct assistance.

Minnesota Housing Finance Agency is the state’s responsible organization.

Address: 400 Sibley Street, Suite 300
St. Paul, MN 55101
Agency Contact: Ruth Simmons

(651) 297-5146
ruth.simmons@state.mn.us

Location Description: (Description may include specific addresses, blocks or neighborhoods toethte ext
known.)

Depending on subrecipient priorities, this activity may be available in aimg @reatest need areas.

Activity Description:

This activity will demolish blighted residential structures if thecures will be replaced with housing,
commercial development, or a public facility.

Subrecipients choosing to undertake the demolition activity must defigedgeaphic area in which it will

occur and document that at least 51% of residents have incomes at or belowc&@0qiearea median
income.
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Blighted structures lower property values and are a nuisance and lazsidlénts because they are often
subject to vandalism, stripped of fixtures and amenities, and harbor ill¢igéles: Removal of those
negative influences on a neighborhood is a benefit to area residents.

Budget Range
NSP: $3,000,000 to $3,500,000
Private:$0
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Activity Number 6:
Redevelop Demolished or Vacant Structures.

Activity Type: (include NSP eligible use & CDBG eligible activity)

NSP-Eligible Use CDBG Eligible Activity
Redevelop demolished or vacant properties24 CFR 570.201(a) Acquisition
for housing. (b) Disposition

(c) Public facilities and improvements
24 CFR 570.204 New Construction

National Objective: (Must be a national objective benefiting low, moderate and middle income peason
defined in the NSP Notice—i.e<,120% of area median income).

This redevelopment activity meets the HERA low-, moderate- and rdiacbene national objective when it
provides permanent residential structures that will be occupied by houseltbldscames at or below 120
per cent of area median income. Redevelopment resulting in a public faktg the HERA low-, moderate-
and middle-income national objective by serving areas in which at least Sh&residents have incomes at
or below 120 percent area median income.

Projected Start Date September 29, 2008

Projected End Date March 1, 2013

Responsible Organization (Describe the responsible organization that will implement the &Rty
including its name, location, and administrator contact information)

Minnesota Housing will sub grant funds to local units of government, which have noepetdiected.
Subrecipients will be posted on the Minnesota Housing website aftereleatien. If progress toward
obligating funds within deadlines is insufficient, Minnesota Housing may recdp&feallocations to

subrecipients and offer direct assistance.

Minnesota Housing Finance Agency is the state’s responsible organization.

Address: 400 Sibley Street, Suite 300
St. Paul, MN 55101
Agency Contact: Ruth Simmons

(651) 297-5146
ruth.simmons@state.mn.us

Location Description: (Description may include specific addresses, blocks or neighborhoods toehe ext
known.)

Depending on subrecipient priorities, this activity may be available in ame @freatest need areas.

Activity Description:

This activity will redevelop demolished or vacant properties to providegent housing or public facilities
(such as parks) that benefit the surrounding residential area. Redeveltmmeentmercial purposes will not
be permitted. Subrecipients choosing to redevelop properties that were pyeaimarsgioned or foreclosed
upon to provide housing must specify how many of the units to be produced will be occupied by deusehol
with incomes less than 50% of the area median income.
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Tenants of redeveloped properties, whether homebuyers or renters, will ienefiving in new structures
that fully meet codes and standards and are affordable, within the definiteh€£E&R §92.252 and §92.254.
Property that is redeveloped for residential purposes must meet the lafftyrdaquirements of 24 CFR
§92.252(a), (c), (e) and (f) if rental property, or 892.254 for homeownership housing.

Budget Range
NSP: $1,500,000 to $2,000,000
Private:$4,000,000
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Activity Number 7:
NSP Program Administration

Activity Type: (include NSP eligible use & CDBG eligible activity)

NSP-Eligible Use CDBG Eligible Activity

NSP Administration 24 CFR 570.206

National Objective: (Must be a national objective benefiting low, moderate and middle income peason
defined in the NSP Notice—i.e5,120% of area median income).

This activity meets the HERA low-, moderate-, and moderate-incométheateonal objective.

Projected Start Date September 29, 2008

Projected End Date March 1, 2013

Responsible Organization (Describe the responsible organization that will implement the &Rty
including its name, location, and administrator contact information)

Minnesota Housing will sub grant funds to local units of government, which have noepetdiected.
Subrecipients will be posted on the Minnesota Housing website afteséfagtion.

Minnesota Housing Finance Agency is the state’s responsible organization.

Address: 400 Sibley Street, Suite 300
St. Paul, MN 55101
Agency Contact: Ruth Simmons

(651) 297-5146
ruth.simmons@state.mn.us

Location Description: (Description may include specific addresses, blocks or neighborhoods toethe ext
known.)

This activity will be available in any of the greatest need areasfiéd in Section A above.

Activity Description :
General administration of the NSP program. These costs incurred sincenlSsp28, 2008, are eligible pre-
award costs.

Of $3,884,992 available for general administration, Minnesota Housing will aI$&80,000 for its general
administration of NSP; and subrecipients will be eligible for $3,384,992.

Budget Range
NSP: $3,884,992
Private:$0
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J. PERFORMANCE MEASURES

(e.g., units of housing to be acquired, rehabilitated, or demolished for the incometdaiseholds that
are 50 percent of area median income and below, 51-80 percent, and 81-120 percent):

Minnesota Housing has not developed performance measures for units serving housdhaldemwés
up to 50% AMI; between 50% and 80% AMI; and between 80% and 120% of AMI. Measures will be

developed when subrecipients are selected, and the activities they will undedakeir scope are
known.
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CERTIFICATIONS

(1) Affirmatively furthering fair housing. The jurisdiction will affirmatively further fair
housing, which means that it will conduct an analysis to identify impediments to fair housing
choice within the jurisdiction, take appropriate actions to overcome the effects of any
impediments identified through that analysis, and maintain records reflecting the analysis and
actions in this regard.

(2) Anti-lobbying. The jurisdiction will comply with restrictions on lobbying required by
24 CFR part 87, together with disclosure forms, if required by that part.

(3) Authority of Jurisdiction. The jurisdiction possesses the legal authority to carry out
the programs for which it is seeking funding, in accordance with applicable HUD regulations
and other program requirements,

(4) Consistency with Plan. The housing activities to be undertaken with NSP funds are
consistent with its consolidated plan, which means that NSP funds will be used to meet the
congressionally identified needs of abandoned and foreclosed homes in the targeted area set
forth in the grantee’s substantial amendment.

(5) Acquisition and relocation. The jurisdiction will comply with the acquisition and
relocation requirements of the Uniform Relocation Assistance and Real Property Acquisition
Policies Act of 1970, as amended (42 U.S.C. 4601), and implementing regulations at 49 CFR
part 24, except as those provisions are modified by the Notice for the NSP program published
by HUD.

(6) Section 3. The jurisdiction will comply with section 3 of the Housing and Urban
Development Act of 1968 (12 U.S.C. 1701u), and implementing regulations at 24 CFR part
135.

(7) Citizen Participation. The jurisdiction is in full compliance and following a detailed
citizen participation plan that satisfies the requirements of Sections 24 CFR 91.105 or 91.115,
as modified by NSP requirements.

(8) Following Plan, The jurisdiction is following a current consolidated plan (or
Comprehensive Housing Affordability Strategy) that has been approved by HUD.

(9) Use of funds in 18 months. The jurisdiction will comply with Title I1I of Division B
of the Housing and Economic Recovery Act of 2008 by using, as defined in the NSP Notice,
all of its grant funds within 18 months of receipt of the grant.

(10) Use NSP funds < 120 of AMI. The jurisdiction will comply with the requirement that
all of the NSP funds made available to it will be used with respect to individuals and families
whose incomes do not exceed 120 percent of area median income.

(11) Assessments. The jurisdiction will not attempt to recover any capital costs of public
improvements assisted with CDBG funds, including Section 108 loan guaranteed funds, by
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assessing any amount against properties owned and occupied by persons of low- and
moderate-income, including any fee charged or assessment made as a condition of obtaining
access to such public improvements. However, if NSP funds are used to pay the proportion of
a fee or assessment attributable to the capital costs of public improvements (assisted in part
with NSP funds) financed from other revenue sources, an assessment or charge may be made -
against the property with respect to the public improvements financed by a source other than
CDBG funds. In addition, with respect to properties owned and occupied by moderate-
income (but not low-income) families, an assessment or charge may be made against the
property with respect to the public improvements financed by a source other than NSP funds
if the jurisdiction certifies that it lacks NSP or CDBG funds to cover the assessment.

(12) Excessive Force. The jurisdiction certifies that it has adopted and is enforcing: (1) a
policy prohibiting the use of excessive force by law enforcement agencies within its
jurisdiction against any individuals engaged in non-violent civil rights demonstrations; and
(2) a policy of enforcing applicable State and local laws against physically barring entrance
to or exit from, a facility or location that is the subject of such non-violent civil rights
demonstrations within its jurisdiction.

(13) Compliance with anti-discrimination laws. The NSP grant will be conducted and
administered in conformity with title VI of the Civil Rights Act of 1964 (42 U.5.C. 2000d),
the Fair Housing Act (42 U.S.C. 3601-3619), and implementing regulations.

(14) Compliance with lead-based paint procedures. The activities conceming lead-
based paint will comply with the requirements of part 35, subparts A, B, I, K, and R of this
title.

November 25, 2
Date

Commissioner
Title
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APPENDIX A

Minnesota NSP Action Plan
Appendix A

Methodology for Targeting Areas of Greatest Need ah
Distributing Maximum Allocations

November 26, 2008

Overview

The purpose of this document is to outline the methodology that Minnesota Housing used toadsagify
of greatest need and to assign maximum funding distributions around the state. To abcihisphsk,
Minnesota Housing analyzed foreclosure, real-estate-owned (REO), subprihteliaquency data on a
zip code basis and sheriff's sales data on a county basis.

The following summarizes Minnesota Housing’s process:

1. Identify the 120 zip codes with the highest foreclosure/REO, subprime, and delingatesciproblem
loans per 100 households).

2. Initially, assign funds to the 120 high-need zip codes based on their number of foes;|&EOS,
delinquencies, and subprime loans, using the total funding level allocated to bsittehend the five
entitlement jurisdictions.

3. Adjust initial assignment to account for:

* Rates of foreclosures/REOSs, delinquencies, and subprime loans per 100 household&(wélcant
cap). (The initial assignment in step 2 is based on the number of problem loans, aist piee 100
households.)

* Median family income level (with a 15 percent adjustment cap).

» Median age of housing stock (with a 15 percent adjustment cap).

4. Assign funds to the 37 zip codes receiving more than $500,000 under the funding formula.

5. Do not assign but pool funds for the 83 zip codes that were to receive less than $500,000 undenghe fundi
formula; make pooled funds available in any of the 23 highest-need counties on atorysetis with
separate pools for Greater Minnesota and the Twin Cities Metro Areg. Miiminesota Housing is
dropping the 83 zip codes and basing the competition of the 23 high need counties. Ca% imuanity
one of the 23 high-need counties can compete for these funds. The communities do not hedthio fa
one of the 83 zip codes identified previously. These competitive funds cannot be usexbdesip
receiving funds under step 4.

6. Adjust the assignment in step 4 downward for the zip codes that fall in Anoka, Da&oteegdih counties
and the cities of St. Paul and Minneapolis to account for the funds that theseekwadllireceive directly
from HUD.
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7. If funds are still available and not distributed to specific stabitimagfforts after step 6, Minnesota
Housing will supplement the allocations in steps 4 and 5 on a competitive basis. H lagNiSation will
have a separate section for subrecipients who wish to compete for a supglattadtion (if available).

8. If Minnesota Housing needs to retract funding from a subrecipient for lack of pratpesstracted funds
will be reallocated. These funds will be available on a competitive foaistabilization efforts in any of
the 23 highest-need counties. Minnesota Housing may use funds directly if soohsawicessary to meet
the 18 month timeline.

9. Limit funding to efforts that meet program goals, criteria, and requirements

The 120 highest-need zip codes (out of 872 statewide) each have a concentratibleofgloans
(foreclosures, delinquencies, and subprime loans) per 100 households that i2&tpeasent higher than the
statewide concentration of problem loans. These 120 zip codes account for 57 peheestaié’s loans in
foreclosure or REO. After the assignment of maximum distributions is compleiieteddta Housing will
assign a maximum distribution to only 37 of these 120 zip codes. These 37 zip codes (vagdntel
percent of the state’s 872 zip codes) account for 45 percent of the state’s loandasudoeeor REO.

The 23 highest-need counties (out of 87 statewide) either rank in the top 19 in nunheeiffcsades or in the
top 19 in concentration of sheriff's sales per 100 households. Fifteen counties tankoip 19 under both
criteria, while 8 rank in the top 19 under one of the two criteria. The 19 countirethevihighest concentration
of sheriff sales each have at least as many sheriff's sales per 100didsisestthe overall statewide rate.

To identify the 120 highest-need zip codes discussed in step one of the procesysabowemMinnesota
Housing developed the following need score:

Score =

* 0.7 x (the zip code’s number of loans in foreclosure or REO per 100 households / state@su@sor
REOs per 100 households)
+

* 0.15 x (the zip code’s number of subprime loans per 100 households / state’s subprime loans per 100
households)
+

* 0.15 x (the zip code’s number of loans 60+ days past due per 100 households / state’s loarsg@®t day
due per 100 households)

(The delinquency rate is an assessment of the potential for futuresegiadoreclosures.)

The need score expresses each zip code’s rate of problem loans in reldwgoovierall state rate. A zip code
with a need score of 200 percent has twice as many problem loans per 100 househ®ksisi@sabverage,
and a zip code with a need score of 600 percent has six times as many problems per 10@d$iouseho

See the spreadsheet titled “Zip Code Analysis” for a listing of eadodggs need score and maximum

distributions. The spreadsheet can be accessed at
http://www.mnhousing.gov/idc/groups/secure/documents/admin/mhfa_007439.xls

Also, see the spreadsheet titled “County Analysis” for the number and rateifffssties in each county. The

county spreadsheet can be accessed at
http://www.mnhousing.gov/idc/groups/secure/documents/admin/mhfa_007438.xls
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Primary Data Source

* Federal Reserve Board estimates of subprime and alt-A loans based oardd&adt American Loan
Performance.

* The data capture roughly 70 percent of subprime and 95 percent of alt-A loans solduntese
The data primarily apply to loans for owner-occupied housing, but Minnesota Housiag mad
adjustments to account for loans to rental investors. See below for more details.

* The data captures the portfolio of loans as of April 2008.

* Analysis strongly supports the validity of the LoanPerformance data:
o0 County-Level Data Statewid@he correlation coefficient between LoanPerformance’s number
of loans in foreclosure or REO and HousingLink’s number of sheriff sales is 1.998.
0 Zip-Code-Level Data within the Twin Cities Metro Aré&idhe correlation coefficient between
the two sources is 0.958fter Minnesota Housing made adjustments to account for loans to
rental investors, the correlation coefficient increased to 0.972.

* Minnesota Housing did not rely on HousingLink data because it is only availableidéast the
county level. (Zip code data from HousingLink is only available for the Twie€ihetro area.) The
Neighborhood Stabilization Program is about identifying neighborhoods in greagdsimok
stabilizing them. Zip code data is closer to the neighborhood level than county data.

* Minnesota Housing considered, but did not use, the foreclosure estimates provided by HAdD
reasons. First, HUD correlated its county foreclosure rates with 90-dagyaelinquency rates from
Equifax. The correlation for Minnesota was 0.466. According to HUD, “All granteeadvised to
look to other local data when considering their areas of greatest need, pdyti€tihey are not
among the states listed as having high rates of intrastate correlationrbéte/é8JD estimated
foreclosure rate and the Equifax 90-day delinquency dd#irinesota is not among the 23 states
identified as having a high correlation. Second, Minnesota Housing found some concerning ®utcome
in the HUD data. For example, according to the HUD data, all of ClearwatenyGdmsa
foreclosure/abandonment risk score of 10 (on a scale of 1 to 10, with 10 being the highesttrisk). Ye
according to HousingLink, Clearwater County rank¥ &mong Minnesota counties in sheriff's sales
per 100 households.

The HUD foreclosure estimates may be accurate in the Twin Cities area. Hennepin County has
found a close match between the HUD estimates and its sheriff's saleN@atgheless, Minnesota
Housing needed accurate data across the entire state.

* Minnesota Housing considered, but did not use, the U.S. Postal Service’s data on vacdmespfoper
several reasons. (This data has been made available by HUD.) First, wirers®a Housing
contacted HUD'’s primary analyst responsible for this data, he providedadshcerns and caveats,

! The LoanPerformance zip code data was aggregatéaithe county level by assigning each zip codéstprimary county.
HousingLink’s sheriff’s sales apply to 2007 throupk 3rd quarter of 2008.

2 The sheriff's sales only applied to those thatuoe during 2007. HousingLink has only compileérsffis sales data by zip
code within the metro area and only for 2007.

% U.S. Department of Housing and Urban Developriggighborhood Stabilization Program — Revised 10980
Methodology and Data Dictionary for HUD Providedt®a
http://www.huduser.org/publications/commdevl/Des@0XSP_data.doc
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and concluded with the statement, “As you can see this data is fraught with’idsgesding to the
HUD analyst, the “data are more dependable in urban areas.” The postal sacks&acancies on
urban and rural postal routes differently. In addition, the Postal Service vatatagyrovided by
HUD does not include structures that have been abandoned for an extended period o¥é¢ime. Gi
these caveats, Minnesota Housing is very reluctant to use this data withaltaaism@ for validating
its accuracy throughout the state.

Key Data Elements

* Number of subprime and alt-A loans in foreclosure or real-estate-owned (R&d&yal Reserve
LoanPerformance Reportépril 2008)

* Number of subprime loan&éderal Reserve LoanPerformance Repdisil 2008)

* Number of subprime and alt-A loans 60+ days past Beddral Reserve LoanPerformance Reports
April 2008)

* Number of households in each zip code in 2@é&nGcus Burea2000)

» Estimated household growth rate for each county between 20(&&i@ Demographer’s Offige

» Estimated number of households in each zip code in 20Bihésota Housingstimated the number
of households in each zip code in 2007 by using the 2000 household population and then applying the
household growth rate for each zip code’s primary county.)

* Median family incomgCensus BureguL999)

* Median housing structure agédnsus Burega2000)

Data Adjustments

Minnesota Housing needed to adjust the data in the Federal Reserve LoardtedoRaports to account
for rental-investor loans. For owner-occupied housing, the Federal ReserveetioemBnce Reports
provide data on the number of subprime and alt-A loans in each zip code and the number @ribese lo
that are in delinquency, foreclosure, or REO. For loans taken out by rental invéstéisdeéral Reserve
LoanPerformance Reports only provide data on the number of subprime and alt-Atldaas.Hot

identify the number of these loans that are in delinquency, foreclosure, or RE@id&tatental-investor
loans account for about 7 percent of subprime loans and 23 percent of alt-A loans; hioagever t
percentages are substantially higher in some zip codes.

To account for these rental-investor loans, Minnesota Housing applied the delinquehayealosure/
REO rates for owner-occupied housing to the rental-investor loans in each zip codankoeeif 30
percent of subprime loans for owner-occupied housing are in foreclosure or REQ@ nodei Minnesota
Housing applied this rate to the number of subprime rental-investor loans in that zip estimate the
number of rental-investor foreclosures/REOs. Minnesota Housing then added the nuovosgref
occupied and rental-investor foreclosures/REOs to calculate the numbeioogéetsures/REOs for
subprime loans. Using this methodology, Minnesota Housing estimated the numbéowhat-
occupied and rental-investor) subprime and alt-A loans in delinquency and ford&&<Drd hese
adjustments are beneficial. By making them, the correlation coeffeti¢né zip code level between
LoanPerformance’s foreclosures/REOs and HousingLink’s sheriffs saleasadrisom 0.958 to 0.972.

Minnesota Housing also adjusted the data to account for the fact that the Federa¢ Re
LoanPerformance Reports capture roughly 70 percent of subprime loans and 95 peiténioaiha
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sold into securitie The number of subprime loans in each zip code was adjusted upward to add the
missing 30 percent. Likewise, the number of alt-A loans in each zip code wagadjpstard to account
for the missing 5 percent. Minnesota Housing assumed that the delinquency and fa#tiQuates

for the added loans were the same as the rates for the loans captured in the data.

Data Limitations

The best statewide data at the neighborhood level to which Minnesota Housing lsadrasceip code
data. However, zip code data has its limitations. A single zip code can contain apectachs of
housing. For example, one section of a zip code may have a very high concentrationasui@gcwhile
another part of the same zip code may have very few foreclosures. Under thi® sitea@ntirely
possible that this zip code did not rank as one of the highest-need zip codes in the stdt@ainkdave a
direct assignment of funds. However, as described below, Minnesota Housing lsédesatomol of the
NSP funding for these types of areas. These funds will be available on a compasis/tor areas (not
receiving a direct assignment) in one of the 24 highest-need counties. Seéobeletails.

Identification and Distribution Process

Identifying Areas of Greatest Need

Minnesota Housing first identified zip codes with high concentrations of loang¢hatfareclosure,
REO, or delinquency or are subprime. The rates are expressed as loans per 100 hodsehatgs
code’s rates are compared with the state’s rates and weighted toegiter gmphasis to loans actually in
foreclosure or REO. The “need score” formula is:

Score =

* 0.7 x (the zip code’s number of loans in foreclosure or REO per 100 households / statesuescl
or REOs per 100 households)
+

* 0.15 x (the zip code’s number of subprime loans per 100 households / state’s subprime loans per 100
households)
+

* 0.15 x (the zip code’s number of loans 60+ days past due per 100 households / state’s loans 60+ days
past due per 100 households)

(The delinquency rate is an assessment of the potential for future indrefseslosures.)

The need score expresses each zip code’s rate of problem loans in relaticverdhetate rate. A zip
code with a need score of 200 percent has twice as many problem loans per 100 househdtigeas the
average, and a zip code with a need score of 600 percent has six times as biamsgrer 100
households.

From Minnesota’s 872 zip codes, Minnesota Housing identified the 120 zip codes with thstgread
for assistance. These 120 zip codes account for just over 57 percent of all Minnebpid‘sesand alt-A
loans in foreclosure or REO. Minnesota Housing chose the 120 cut off to balance four factors
targeting funds to the highest-need zip codes, (2) capturing in the selected zip ¢ealsHat percent of
the state’s subprime and alt-A loans in foreclosure or REO, (3) balancing titmutd® of funds

* This assessment of the data coverage comes f@iitmeapolis Federal Reserve Bank, “Request fdefa Reserve
Board reports based on information from First Arweni LoanPerformance,” p. 2.
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between the Twin Cities metro area and Greater Minnesota, and (4) assigginly tva-thirds of the
funds directly to zip codes and one-third on a competitive basis.

See the spreadsheet titled “Zip Code Analysis” for a listing of each zipscoeled score. The spreadsheet
can be accessedaip://www.mnhousing.gov/idc/groups/secure/documents/admin/mhfa_007439.xls.

Distribution Process

In aggregate, Minnesota will receive $57.8 million from HUD under the NeighborhoodiZ3itadm
Program. Of these funds, HUD has already assigned $18.9 million to five ésc@lfinneapolis, St.
Paul, Anoka, Dakota, and Hennepin), but these communities are eligible to receiivmaldidinding
from Minnesota Housing. To account for this, Minnesota Housing first determined howmuch i
aggregate should be assigned to the zip codes in each of these communities. It theah tthedaicteunt
HUD has already assigned to them to compute the additional amount that these ¢@imviinbe
eligible to receive from Minnesota Housing. However, as the assignmenspaescribed below will
show, HUD’s formula assigned more funding to Dakota County than Minnesota Housingiaform
would assign to it in aggregate. Consequently, a negative funding level of $945,819 occtid @fte
assignment is deducted from Minnesota Housing’s. Thus, Minnesota Housing is sédién$o45,819
from the start (before any other funds are assigned) to make up for this short fall

In addition, Minnesota Housing has already identified projects through its falin@oity Revitalization
RFP process to receive $3.68 million through NSP, and Minnesota Housing will ingialiy $500,000
for its own administrative expenses. The amount to be distributed is reduced by thestsath
Minnesota Housing’s administrative costs are less, the remaining ablatinesfunds will be distributed
to communities for stabilization at a later date.

To start the process for assigning maximum distributions to individual zip codeseddta Housing
started with $52.7 million. This is the overall Minnesota allocation of $57.8 million less

» $945,819 for the Dakota County adjustment
» $3.68 million for the Community Revitalization projects already targeted tiveelSP funds
* $500,000 for Minnesota Housing’s administrative costs

As described earlier, the $18.9 million that HUD has already assigned to fiveuroties will be
deducted from the zip code assignments after each zip code’s aggregate agsgdetermined.

Minnesota Housing limited its assignment process to the 120 highest-need zif=amtiesf these zip
codes first received an initial assignment based on its share of fores|d3H@s, delinquencies, and
subprime loans among the 120 high-need zip codes. In the assignment formula, eabladiatte same
weight as the need score.

Initial Assignment Percentage=

* 0.7 x (the zip code’s number of loans in foreclosure or REO / number of loans in foreclosuf@ or RE
from all 120 high-need zip codes)
+

* 0.15 x (the zip code’s number of subprime loans / number of subprime loans from all 120 high-need

zip codes)
+
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* 0.15 x (the zip code’s number of loans 60+ days past due / number of loans 60+ days past due from al
120 high-need zip codes)

The assignment percentage for each high-need zip code was then applied to the $6&.fundlhg

level (after the initial deductions). Under this initial assignment, all@iles received the same amount of
funding for each loan in foreclosure or REO. Similarly, they received the samenafor each
delinquency and another set amount for each subprime loan.

Because this initial assignment is based on the number of problem loans in each zgtlved#yan the
concentration of problem loans (problem loans per 100 households), two zip codes with the same number
of foreclosures would receive the same amount of funds even if one has half the numberhaid®ase

the other and a foreclosure rate that is twice as high. To stabilize a neighborhoddcoygréhe

concentration of foreclosed, abandoned, and blighted properties, zip codes and neighborhoogisewith hi
concentrations of problem loans should receive more funding. Below, an adjustment ts axamint

for the concentration of problem loans, which is measured by the “need score&elisabsve.

The initial assignment formula also does not take into account other need factoes sweome level
and the age of the housing stock in each zip code. Because lower-income areastieavwe$iources, it
will be more difficult for them to rebound and stabilize on their own. In addition, ai¢aslder housing
will likely need more rehabilitation and/or reconstruction to make them desi@aippurchase than areas
with newer housing.

Adjustments:
» For each 10 percentage points that a zip code’s need score is greater than 2b¥esgheced score
for the 120 highest-need zip codes), that zip code’s initial assignment is iddoga®® percent, with
a 20 percent cap. Conversely, for each 10 percentage points that a need score is below 211%, the
initial assignment is decreased by 0.5 percent, with a 20 percent cap. Foreexampbde 55411 in
North Minneapolis has a need score of 784% (meaning it has nearly eight times/geobiem
loans per 100 households as the state overall). Consequently, it will receive a 20 pereasgiin its
assignment.
e For each $1,000 that a zip code’s median family income (in 2000) was below $56,874 (the statewide
median), the zip code’s initial assignment is increased by 0.5 percent, with ad&t pac An
equivalent reduction is made for zip codes with a median income greater than $56,&%énkue,
zip code 55411 had a median income in 2000 of $29,535 and will receive a 13.7 percent increase in its
assignment.
* For each year that a zip code’s median housing age is greater than 31lhgestat€tvide median), the
zip code’s initial assignment is increased by 0.5 percent, with a 15 percent cap. vaheadui
reduction is made for zip codes with a median housing age less than 31 yearsnipde,ezip code
55411 had a median housing stock age of 58 years in 2000 and will receive a 13.5 percent increase.
* The increases and reductions from the three adjustments do not offset each oteect foc this,
each zip code’s adjusted assignment is reduced by about 4 percent to bring thassigrethent
level back to $52.7 million.

Under the assignment process, 37 of the 120 high-need zip codes will receive more than $500600. Thes
funds will be available for stabilization efforts in these zip codes with agiplisadue January 28, 2009.
These 37 zip codes account for about 45 percent of the state’s subprime and alt-A loactosuferor

REO.
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After assigning funds to these 37 zip codes, Minnesota Housing accounted for the furtditigfiha
directly assigning to Anoka, Dakota, and Hennepin counties and the cities of pblisead St. Paul.
The zip codes and portions of these 37 zip codes that fall in these localities wihdiagssignments
from l_)\/linnesota Housing proportionally reduced to account for the funds that HUD willylmesign to
them:

The remaining 83 high-need zip codes would have each received less than $500,000 under tleassignm
process, which would have likely assisted no more than 10 housing units across an emtite®Zijnas,
Minnesota Housing dropped these 83 zip codes and pooled their assigned funds by regiao(styen-
metro area pool, Greater Minnesota pool, and general pool). These pooled funds willdideavaib
competitive basis by region with applications due January 28, 2009.

To be eligible to compete for the pooled funds, a neighborhood stabilization effort dbas@od occur

in one of the 83 zip codes that had their funds pooled. A neighborhood stabilization effort in any one of
the 23 high-need counties will be eligible to compete for these funds. To be considerecktljgh ne

county must rank in the top 19 counties under one of two criteria — (1) number of sheriff@rgdles
concentration of sheriff's sales (sheriff's sales per 100 houseHd¥ifsden counties rank in the top 19

for both criteria, while 8 others rank in the top 19 for one of the two criteria. The highoedes are:

Anoka
Benton
Carver
Chisago
Crow Wing
Dakota
Dodge
Hennepin
. Isanti
10.Kanabec
11.Le Sueur
12. Meeker
13.Mille Lacs
14.Olmsted
15.Pine
16.Ramsey
17.Rice

18. Scott
19.Sherburne
20. St. Louis
21.Stearns
22.Washington
23.Wright

©CoNorwNE

® To account for zip codes that cross county andlicies, Minnesota Housing used shape files froen@ensus Bureau to
measure the portion of each zip code that fallsiwithe localities that will receive a direct alidion from HUD.

® Based on community revitalization and foreclosuitigation work that Minnesota Housing has finanaedecent years, the
level of assistance provided per housing unit ayesdetween $30,000 and $80,000 depending on therdrof rehabilitation
versus demolition/reconstruction is done. Thisstasice captures the amount of value and afforéialitip provided after the
home had been sold. It excludes construction fiimgnassistance.

" The list of the 23 high need counties is base#ionsingLink’s data on the number of sheriff's satest occurred in 2007
and the first three quarters of 2008. Household tafor 2007.
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See the spreadsheet titled “County Analysis” for the number and concenthatiiffisssales in each of
Minnesota’s counties. The spreadsheet can be accessed at
http://www.mnhousing.gov/idc/groups/secure/documents/admin/mhfa_007438.xls.

Assignment Results

See the spreadsheet titled “Zip Code Analysis” for the funds assigned to ¢laeli20 highest-need zip
codes. The spreadsheet can be accessed at
http://www.mnhousing.gov/idc/groups/secure/documents/admin/mhfa_007439.xls.
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Table 1 summarizes these assignment results:

Table 1: Funding to be Distributed

Overall Allocation to Minnesota $57.8 million
Minus Dakota County Adjustment $945,819
Minus Funds Already Targeted to Community Revittiian Projects $3.68 million
Minus Minnesota Housing Administrative Costs $500,000
Equals Total Funds to Distribute (Before HUD Futml&ntitlement Areas are Deducted) $52.7 millian
Minus Funds Directly Assigned by HUD to Five Eitient Communities $18.9 million
Plus Dakota County Adjustment (added back in) $945,819
Equals Funds to be Distributed by Minnesota Housing $34.7 million
Minus Funds Assigned to Zip Codes $23.8 million
Equals Pooled Funds $10.9 million

Table 2 shows the regional distribution of the $52.7 million (before the HUD funds to entitlareas

are deducted).

Table 2: Regional Distribution (Before HUD Funds to Entitlement Areas are Deducted)

Seven County Greater Crossing Metro / Total
Metro Minnesota Greater-MN Boundary

Assigned to Zip Codes $36.9 million $4.0 million .$0nillion $41.8 million*
Pooled $2.9 million $6.0 million $1.9 million $108illion
Total $39.9 million $10.0 million $2.8 million $52million
Percentage of Total 76% 19% 5% 100%
Percentage of Sheriff's 65% 35% 100%
Sales

* This $41.8 million is the $23.8 million assign&mzip codes by Minnesota Housing, plus the $1818om directly assigned
to entitlement areas by HUD, less the $945,819saalient to Dakota County’s allocation.
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Table 3 shows the funding for the entitlement areas based on the zip code analysis.

Table 3: Entitlement Area Assignments Based on Zigode Analysis

Minneapolis

Minnesota Housing Total Assignment $11,213,239
Minus HUD Assignment $ 5,601,967
Net Minnesota Housing Assignment $5,611,272
St. Paul
Minnesota Housing Total Assignment $8,862,029
Minus HUD Assignment $4,302,249
Net Minnesota Housing Assignment $4,559,780
Hennepin (Excluding Minneapolis)
Minnesota Housing Total Assignment $7,559,486
Minus HUD Assignment $3,885,729
Net Minnesota Housing Assignment $3,673,757
Anoka
Minnesota Housing Total Assignment $4,883,953
Minus HUD Assignment $2,377,310
Net Minnesota Housing Allocation $2,506,643
Dakota
Minnesota Housing Total Assignment $1,820,172
Minus HUD Assignment $2,765,991
Equals Net Minnesota Housing Assignment $-945,819
Plus Dakota County Adjustment $ 945,819
Adjusted Net Minnesota Housing Assignment $0

Tables 4a and 4b show the maximum distributions for specific zip codes after dethefingds directly
assigned by HUD. If a zip code falls in more than one type of jurisdictionjstesl Imore than once. For
the zip codes listed under a jurisdiction, the maximum distribution is that jurisdécghare of that zips
code’s maximum distribution.
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Table 4a: Minnesota Housing Maximum Distributions b Zip Codes in
Entitlement Areas Already Receiving NSP Funds fronHUD

NSP Entitlement

Maximum Distribution from

Zip Code Recipient from HUD Minnesota Housing
55303 Anoka $564,634
55433 Anoka $459,409
55421 Anoka $394,999
55304 Anoka $364,167
55448 Anoka $331,449
55434 Anoka $300,187
55330 Anoka $91,799
Anoka Subtotal $2,506,643
55024 Dakota $0
55075 Dakota $0
55044 Dakota $0
Dakota Subtotal $0
55443 Hennepin $709,438
55430 Hennepin $594,023
55429 Hennepin $529,601
55444 Hennepin $479,179
55422 Hennepin $415,412
55428 Hennepin $407,048
55445 Hennepin $277,847
55316 Hennepin $261,210
Hennepin Subtotal $3,673,757
55411 Minneapolis $2,482,799
55412 Minneapolis $1,588,750
55407 Minneapolis $880,129
55418 Minneapolis $455,705
55430 Minneapolis $203,889
Minneapolis Subtotal $5,611,272
55106 St. Paul $2,006,214
55104 St. Paul $740,964
55101 St. Paul $519,378
55107 St. Paul $366,027
55103 St. Paul $328,349
55117 St. Paul $299,532
55119 St. Paul $299,315
St. Paul Subtotal $4,559,780
CATEGORY TOTAL $16,351,453
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Table 4b: Minnesota Housing Maximum Distributions © Zip Codes
Not in Entitlement Areas Already Receiving NSP Fund from HUD

e

Maximum

Distribution from

Minnesota Housing | Counties (listed alphabetically)
55371 $796,254 Benton Isanti Mille Lacs Sherbu
55398 $631,819 Isanti Sherburne
55040 $552,855 Isanti
55117 $711,514 Ramsey
55119 $581,726 Ramsey
55421 $85,513 Ramsey
55379 $734,988 Scott
55309 $940,676 Sherburne
55330 $715,446 Sherburne Wright
55016 $642,035 Washington
55313 $543,883 Wright
55362 $523,923 Wright
CATEGORY TOTAL $7,460,632

Tables 5 and 6 show the other funds being distributed by Minnesota Housing

Table 5: Competitive Funds to High Need Counties

Competitive Pools
Twin Cities Metro Area $ 2,937,309
Greater Minnesota $ 6,026,541
General Pool $ 1,893,995
Competitive Pool Total $10,857,845

Table 6: Other Funds Distributed by Minnesota Housng

Projects Identified in fall CRV RFP
Minneapolis $1,590,000
St. Paul $1,790,000
St. Cloud HRA $ 300,000
CRYV Total $3,680,000
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Appendix B: Location of Zip Codes Receiving
NSP Funding Assignment
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